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AGENDA ITEMS
I.
Public Forum
II.
Consent Calendar
III.
Old Business
IV.
New Business
V.
Information Items
VI.
Directors’ Reports
VII.
Committee Meetings
VIII.
Upcoming Events
IX.
Adjourn
President Miller called the meeting to order at 6:00 p.m.

I.

PUBLIC FORUM
There were no public comments.
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II.

CONSENT CALENDAR
All items under the consent calendar are considered to be routine and are
approved by one motion. There will be no separate discussion of these items
unless a member of the Board, audience, or staff request a specific item removed
after the motion to approve the Consent Calendar.
1. Minutes of the Board of Directors Meeting, March 29, 2017
Recommendation: Approve draft minutes
2. Payment of Bills and Claims
Recommendation: Adopt Resolution No. 17-08
3. Local Agency Investment Fund (W & R)
Recommendation: Adopt Resolution No. 17-09 authorizing investment of
monies in the Local Agency Investment Fund
4. Bay Area Coating Consultants’ Contract for Inspection Services for the
Los Lagos Tank Recoating Project (R)
Recommendation: Approve a contract amendment for $18,800 to increase
the total inspection budget to $68,400.
Director Costa moved to approve Consent Calendar. Vice President
Walters seconded the motion and it carried with the following roll call
vote:
Ayes:
Directors Costa, Miller, Rich, Tobin and Walters
Noes:
None
Absent: None
In response to Director Walters’ question, Mr. Durkin explained that the
increase to Consent Calendar item 4 was due to delays because of the weather
and increasing the level of inspection services.

III.

OLD BUSINESS
1. Acceptance of the Retail Financial Plan and Water Rate Update Study and
Adoption of Five-Year Schedule of Retail Water Rates
President Miller opened the floor to the public for comments.
Mr. Jeff Keith addressed the Board and requested that the Board only consider
adopting one year at a time on the rate increases. He commented that the
assumptions on revenue could be incorrect and he believes that more water
usage will occur since the drought is over. In addition, he requested that the
new administrative building be removed from the plan.
Mr. Kevin Knauss addressed the Board and commented that the retail service
area is less dense than most other areas and therefore the cost to replace
infrastructure will cost each customer more than neighboring communities. He
commented that a mile of pipeline costs the same for the agencies but will cost
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more per customer in SJWD Retail due to the cost being divided by less
customers. He supports the rate increase now instead of waiting since the
customers will have to eventually pay for the projects at some point anyway.
Ms. Jennifer Derich addressed the Board and commented that many things
have happened over the past few weeks – a new general manager, the drought
declaration removed, and record rainfall and snow. She commented that these
changes should be considered before a rate increase is implemented. In
addition, she commented that the 16% miscellaneous expenses should be
researched and eliminated. She commented that the Board should only
consider the 1st year rate increase and put off the remaining four years until
2018. She also suggested using gray water or raw water for irrigation and
believes that conservation should still be implemented. She also commented
that larger water users should not pay less under tiered rates and should pay
more.
Mr. James Mogannam addressed the Board and commented that the District’s
water rates have increased 75% from 2001-2015 and 125% for 15 years
through 2021. He commented that the Board has a fiduciary duty to protect the
organization’s assets and investments and he voiced concern that there is mismanagement. He commented that public entities don’t seem to have an
accountability for how they spend rate payer’s money. In addition, he
commented that CalPERS is in disarray.
President Miller opened the floor to the Board to discuss and address any of
the public comments.
In response to Director Costa’s question, Mr. Joshua Horowitz, District’s Legal
Counsel, explained that the Board could adopt the 5-year rate schedule which
would set the maximum rates that the District could impose each year without
implementing the Prop. 218 process for each of those years. Mr. Horowitz
explained that if the Board imposes a lesser amount than what might be
adopted tonight then a written notice would have to be issued 30 days prior to
implementation of the rate increase (which could be in the form of a billing
insert). Mr. Helliker explained that the proposal is to adopt the 5-year rate
increases and each year the Board would review the rates prior to customers
being notified.
Director Tobin asked staff to respond to the public comments regarding the
125% rate increase, the mis-management, and the 16% miscellaneous
expense category. Ms. Donna Silva explained that the 16% miscellaneous
expense category includes numerous smaller operational expenses for items
such as the District’s utility bills, security patrols, training, memberships and
other small operational costs – she offered to meet with the public member
separately to go over the information at any time.
Ms. Silva commented that the water rates have increased over time partly due
to inflation but also there have been increased regulatory costs. Mr. Helliker
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pointed out that many facilities were built 50-60 years ago and starting 10-15
years ago there were more investments in the capital improvements program,
which also increases the need for higher rate increases. Mr. Helliker
commented that a rate comparison shows that the District is going from the
lower end to the middle of the scale regarding the District’s rates. Director
Costa commented that he has encouraged the District to move to a pay-as-yougo funding structure so that the District can save money in the long term by not
paying interest on loans; however, this means that rates are increased in order
to build up the reserves to pay for capital improvements without borrowing.
Mr. Bob Reed explained that the financial plan does include a demand rebound
and, after much discussion, the assumption was made that demands would
rebound to the levels that are included in the Urban Water Management Plans
of the district and neighboring agencies. He added that the rebound numbers
might be overly optimistic and there may be longer term effects due to
conservation regulations imposed by the state.
Mr. Helliker commented that the District had a tiered rate structure in place a
few years ago but has since gone to a uniform rate. Director Costa explained
that the District has over 70,000 acre feet of water per year that needs to be put
to beneficial use so that the District does not lose those water rights. Director
Costa explained that the 1st and 2nd tiers were used to cover all operational
costs and the 3rd tier was billed out to only cover the cost of water. Director
Costa added that, in the future, the District will try to transfer any extra water
which will bring in extra revenue.
In response to Vice President Walters’ question, Mr. Helliker explained that
Plan A is what was originally in the rate study and Plan B removes the
proposed new Administrative Building as well as the three new positions that
were included in the study – Public Information Officer, Human Resources
Specialist, and Administrative Assistant. Plan B results in a 1% decrease in the
rate increase for 2019 and 2020, as seen in the attached staff report. In
addition, Mr. Helliker informed the Board that the rate increases in Plan B are
8% in 2017, 9% in 2018, 8% in 2019, 8% in 2020, and 6% in 2021.
Mr. Helliker would like to do an assessment of the positions and a facilities
plan.
President Miller commented that should the Board adopt Plan A, the Board
could reduce the rate increases in 2019 and 2020 should the building or
positions not be needed at that time.
In response to a public comment, Mr. Helliker responded that 196 protest
letters were counted and another six letters were received after the March 29 th
public hearing.
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Vice President Walters moved to adopt Resolution No. 17-10 adopting a
five year schedule of retail water rates as shown in Plan B. Director Rich
seconded the motion and it carried with the following roll call vote:
Ayes:
Directors Costa, Miller, Rich, Tobin and Walters
Noes:
None
Absent: None

IV.

NEW BUSINESS
1. RWA Sponsored Legislative Bills AB 968 and 1654
Mr. Helliker provided the Board with a staff report which will be attached to the
meeting minutes. He explained that there are two bills which RWA is
sponsoring and staff recommends that the District support the bills. He
explained that AB 1654 implements the water shortage contingency planning
aspects of urban water management plans and AB 968 will be the vehicle for
an update to the water use efficiency provisions of SB x7-7 of 2009.
Director Tobin moved to support AB 1654 (Rubio, D-San Gabriel Valley)
and to support if amended AB 968 (Rubio). President Miller seconded the
motion and it carried with the following roll call vote:
Ayes:
Directors Costa, Miller, Rich, Tobin and Walters
Noes:
None
Absent: None
2. ACWA Policy
Mr. Helliker reported that ACWA recently adopted a policy statement on the
Bay-Delta Flow Requirements. He explained that it deals with the water quality
control plan and the approach that the State Water Resources Control Board is
taking regarding unimpaired flows as the methodology to determine the
changes needed to the plan. ACWA’s position is similar to the District’s
position on this issue and he recommends that the Board support ACWA’s
policy statement.
Director Tobin moved to adopt Resolution No. 17-11 in Support of the
ACWA Policy Statement on Bay-Delta Flow Requirements. Vice President
Walters seconded the motion and it carried with the following roll call
vote:
Ayes:
Directors Costa, Miller, Rich, Tobin and Walters
Noes:
None
Absent: None
3. Fiscal Year 2016-17 Mid-Year Budget Review and Discussion of Timeline
for Fiscal Year 2017-18 Annual Budget.
Ms. Silva conducted a presentation on the FY 2016-17 Mid-year Budget and
timeline for the FY 2017-18 annual budget. A copy of the presentation will be
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attached to the meeting minutes. She explained that the FY 2015-16 final
results showed that the wholesale reserve balances were budgeted to be at
$11.6 million but ended at $13 million, and the retail reserve balances were
budgeted to be at $5.6 million but ended at $11.3 million.
Ms. Silva reviewed the FY2016-17 mid-year budget and explained that
wholesale operating and capital funds are doing well. She explained that the
budget did not include any rate increase; therefore, the increased revenue is
mainly due to the rate increase that went into effect on January 1 st. In addition,
expenses are lower in part due to several positions being vacant for part of the
fiscal year.
Ms. Silva explained that the retail operating budget shows revenues coming in
lower than expected; however, there have been cost savings which have offset
the lower revenues. She explained that a transfer from retail capital will be
needed but at a lesser amount than anticipated. She added that the rate
increase that was just adopted will help the retail budget for May and June. Ms.
Silva explained that the retail capital budget revenues are on track and
expenses are down mainly due to projects being deferred to 2017-18.
Ms. Silva reviewed the FY 2017-18 budget timeline, which started with a staff
kick-off meeting on March 30th. She explained that she will review the budget
assumptions with the Board at the April 26th meeting and will hold a budget
workshop on May 24th and then have the public hearing on the budget and
adoption of the budget in June.
For information only; no action requested.

V.

INFORMATION ITEMS
1. GENERAL MANAGER’S REPORT
1.1

May 10th Board Meeting
Mr. Helliker informed the Board that the Board should consider rescheduling
the May 10th Board meeting due to the ACWA Spring Conference. The
Board discussed the issue of paying the bills and claims. Mr. Horowitz
informed the Board that on April 26th the Board could authorize the Director
of Finance, with General Manager approval, to pay the bills subject to
ratification by the Finance Committee and the Board at the May 24th Board
meeting.
President Miller instructed the Finance Committee to meet on May 2 nd at
4:00pm and he moved the May 10th Board meeting to May 3rd at 6:00pm.

1.2

Miscellaneous District Issues and Correspondence
Mr. Helliker reported the he met with staff to discuss the Dennis Revell and
Princeton Reach Homeowners Association’s letter that was received on April
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7th. Mr. Helliker informed the Board that he will be discussing the matter and
various options with Mr. Revell.

2. ASSISTANT GENERAL MANAGER’S REPORT
2.1

Miscellaneous District Issues and Correspondence
No report.

3. DIRECTOR OF FINANCE’S REPORT
3.1. Miscellaneous District Issues and Correspondence
No report.

4. LEGAL COUNSEL’S REPORT
4.1

VI.

Legal Matters
Mr. Horowitz reported that he spoke with Mr. Helliker and the April 26th Board
meeting agenda will include a Closed Session item regarding the various
Bay-Delta issues.

DIRECTORS’ REPORTS
1.1

SGA
Director Tobin reported that SGA meets April 13, 2017.

1.2

RWA
Director Tobin reported that RWA met March 9, 2017. She provided a
written report which will be attached to the meeting minutes. She informed
the Board that RWA was provided with a Water Efficiency Update, a Grant
Update, a Legislative and Regulatory Update, a SGMA Update, and
information on RWA Outreach. Mr. Helliker mentioned that the Strategic
Communications efforts with Hermocillo & Azevedo are being collaborated
with RWA. In addition, he mentioned that Sacramento County announced
that they will be the responsible agency for all of the areas not covered in
Sacramento County by the GSA.

1.3

ACWA
1.3.1 Local/Federal Government/Region 4 - Pam Tobin
Director Tobin reported that she attended the ACWA DC Conference
with Mr. Keith Durkin and Mr. John Woodling. In addition, ACWA
Board of Directors considered the policy statement regarding the
State Water Resources Control Board’s approach on flow setting for
the Bay-Delta Water Quality Control Plan.
1.3.2 JPIA - Bob Walters
No report.
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1.3.3 Energy Committee - Ted Costa
Director Costa reported that he attended the March 30th ACWA
Energy Storage Summit.

VII.

1.4

CVP Water Users Association
Director Costa reported that CVP Water Users Association meets April 18,
2017.

1.5

Other Reports, Correspondence and Comments
Director Costa mentioned that he was invited to attend a meeting
immediately after the SGA meeting on April 13 th and advised Director Tobin
and Mr. Helliker that he is unable to attend and would suggest that they
attend.

COMMITTEE MEETINGS
1. Finance Committee (4/11/17)
The committee meeting minutes will be attached to the original board minutes.

VIII. UPCOMING EVENTS
1. 2017 Cap To Cap – Metro Chamber
April 29 – May 3, 2017
Washington DC
2. 2017 ACWA Spring Conference
May 9-12, 2017
Monterey, CA

IX.

ADJOURN

The meeting was adjourned at 7:35 p.m.

ATTEST:

TERI GRANT, Board Secretary

________________________________
KENNETH MILLER, President
Board of Directors
San Juan Water District

AGENDA ITEM II-3

STAFF REPORT
To:

Board of Directors

From:

Donna Silva
Director of Finance

Date:

April 12, 2017

Subject:

Update to authorized signors for the Investments in the Local Agency
Investment Fund

RECOMMENDED ACTION
Adopt Resolution No. 17-09 authorizing investment of monies in the Local Agency
Investment Fund.
BACKGROUND
On April 28, 2004, the Board of Directors adopted Resolution 04-14 Authorizing
Investment of Monies in the Local Agency Investment Fund. The Resolution authorized
General Manager Shauna Lorance, Assistant General Manager Keith B. Durkin and
Finance and Accounting Manager Mary A. Morris, or their successors in office, to order
the deposit or withdrawal of monies in the Local Agency Investment Fund. Adding or
deleting authorized signers requires the signature of two individuals holding those specific
titles. In 2015, the Board of Directors changed the Finance and Accounting Manager title
to “Director of Finance”. The Assistant General Manager position will soon be vacated
by Keith Durkin, leaving the District without the two required positions to make changes
to the account.
Adoption of Resolution 17-09 changes the title from “Finance and Accounting Manager”
to “Director of Finance” ensuring the District has the ability to manage this account into
the future.

San Juan Water District
RESOLUTION 17-09
AUTHORIZING INVESTMENT OF MONIES
IN THE LOCAL AGENCY INVESTMENT FUND
San Juan Water District
P.O. Box 2157
9935 Auburn Folsom Road
Granite Bay, CA 95746
916-791-0115
WHEREAS, Pursuant to Chapter 730 of the statutes of 1976 Section 16429.1 was added to the
California Government Code to create a Local Agency Investment Fund in the State Treasury for the
deposit of money of a local agency for purposes of investment by the State Treasurer; and
WHEREAS, the Board of Directors does hereby find that the deposit and withdrawal of money
in the Local Agency Investment Fund in accordance with the provisions of Section 16429.1 of the
Government Code for the purpose of investment as stated therein as in the best interest of the San
Juan Water District; and
WHEREAS, the Board of Directors previously adopted resolution 04-14 authorizing the
deposit and withdrawal of San Juan Water District monies in the Local Agency Investment Fund, and
naming the General Manager, Assistant General Manager and Finance and Accounting Manager as
authorized signatories; and
WHEREAS, the Board of Directors has updated to the title of the Finance and Accounting
Manager to “Director of Finance” and desires to include the Director of Finance as an authorized
signatory on the account.
NOW THEREFORE, BE IT RESOLVED, that the Board of Directors does hereby authorize the
deposit and withdrawal of San Juan Water District monies in the Local Agency Investment Fund in the
State Treasury in accordance with the provisions of Section 16429.1 of the Government Code for the
purpose of investment as stated therein, and verification by the State Treasurer’s Office of all banking
information provided in that regard.
BE IT FURTHER RESOLVED, that the following San Juan Water District officers or their
successors in office shall be authorized to order the deposit or withdrawal of monies in the Local Agency
Investment Fund:
Paul Helliker
General Manager

Keith Durkin
Assistant General Manager

Donna Silva
Director of Finance

PASSED AND ADOPTED by the Board of Directors of the San Juan Water District, Placer County,
State of California, on the April 12, 2017, by the following vote:
AYES:
NOES:
ABSENT:

DIRECTORS:
DIRECTORS:
DIRECTORS:

ATTEST

TERI GRANT
Secretary, Board of Directors

KENNETH MILLER
President, Board of Directors
San Juan Water District

AGENDA ITEM II-4

STAFF REPORT
To:

Board of Directors

From:

Rob Watson, Engineering Services Manager

Date:

April 11, 2017

Subject:

Los Lagos Tank Recoating Project (Contract 16-53)
Recommendation to Increase Contract Amount for Inspection Services

RECOMMENDED ACTION
Staff recommends a motion to increase the existing $49,600 budget for construction
inspection services being provided by Bay Area Coating Consultants, Inc. for the Los
Lagos Tank Recoating Project by the amount of $18,800 for an authorized total not to
exceed amount of $68,400.
BACKGROUND
The Los Lagos Tank is currently being recoated on both the exterior and interior
surfaces after 31-years in service with the existing coating. The District hired Bay Area
Coating Consultants, Inc., to provide specialty construction inspection services during
the coating project.
The construction schedule has been extended due to unanticipated equipment failures,
weather impacts, a District-requested change order to add a corrosion protection
system, and other project-related circumstances. Therefore additional inspection
support is necessary to complete the coating project.
Staff recommends that the 500-hours of inspection time under the current contract
executed with Bay Area Consulting Services be increased by 190-hours to cover the
additional time required to provide the remaining inspection services.
FINANCIAL CONSIDERATIONS
The Contract with Bay Area Coating Consultants, Inc. is a Time and Materials
agreement with a not to exceed cap.
The Project was planned, and budgeted for in Fiscal Year 2016-2017. This project is a
part of the District’s approved Retail CIP. Because there were some construction phase
cost savings, there is sufficient remaining budget in the project to cover the increase in
cost for these inspection services.

AGENDA ITEM III-1

STAFF REPORT
To:

Board of Directors

From:

Donna Silva
Director of Finance

Date:

April 12, 2017

Subject:

Acceptance of the Retail Financial Plan and Water Rate Update Study and
Adoption of Five-Year Schedule of Retail Water Rates

RECOMMENDED ACTION
Approve Resolution 17-10 approving the retail five-year rate plan as recommended in
the Retail Financial Plan and Water Rate Update Study (Study) dated January 26, 2017.
The Board may consider the Rate Plan with or without adjustments to eliminate the new
Administration Building and proposed new HR Specialist and Customer Service
positions. The Five-year retail rate plan is presented as Exhibit III-3 in the Study and
has the following effect:

Plan A - Rate Plan as
Proposed in Financial Plan

Plan B - Adjusted Rate
Plan w/o Admin. Bldg. &
Staff Add.

May 2017
January 2018
January 2019
January 2020
January 2021

8%
9%
9%
9%
6%

8%
9%
8%
8%
6%

5-yr. Compounding

48%

46%

BACKGROUND
On February 1, 2016, the District retained The Reed Group to update the ten-year
wholesale and retail financial plans and develop recommendations for water rates for the
five-year period from 2017 through 2021. Over the past year, District staff and Bob Reed
completed analyses and provided a number of updates and presentations on
development of the plan and recommendations, including:
January 12, 2016
February – June 2016
June 29, 2016

Finance Committee discusses need for updating
financial plans to address impacts of drought and
future CIP needs.
Financial plan development, refinements, and
status reports to Board
Board Workshop – Bob Reed presented financial
plans, facilitated discussion on plan assumptions,
methodology, preliminary results

STAFF REPORT
Five-Year Retail Water Rate Plan
Donna Silva

August 10, 2016
October 11, 2016

October 26, 2016
November 9, 2016
January 11, 2017

February 7, 2017

March 13, 2017

March 2017

March 29, 2017

Board Meeting – Public Hearing on FY 2016-17
budget – adopted Res. 16-12 FY 16/17 budget
Wholesale Financial Ad Hoc Committee meeting.
Bob Reed presented wholesale plan and nexus to
retail rates and charges
Board Meeting – Bob Reed presented Wholesale
Financial Plan
Board Meeting – Bob Reed presented Retail
Financial Plan
Board Meeting – Bob Reed presented Wholesale
Financial Plan. Board accepted the plan and
approved the 5-year wholesale rate schedule
Ad Hoc Retail Finance Plan & Rate Review
Committee Meeting – Bob Reed presented Retail
Finance Plan
Ad Hoc Retail Finance Plan & Rate Review
Committee Meeting – Bob Reed presented refined
Retail Finance Plan and additional information
Individual meetings with Bob Reed and Board
members to review Retail Financial Plan and
Proposed Rate Plan.
Proposition 218 Rate Hearing

STATUS
Several iterations and refinements were made to the Retail Financial Plan and Rate
Plan from February through November 2016 to address comments and attempt to
minimize rate increases. Additional analyses were conducted as part of the ad hoc
retail rate review committee process, and further adjustments were evaluated based on
comments from Directors that consideration be given to eliminating the new
Administration Building and additional staff positions from the financial plan.
The public hearing for the proposed water rate increase required by Proposition 218
was held on March 29, 2017 and was attended by 61 ratepayers, 13 of which offered
comments to the Board. The District received 196 official protests. 5,305 protests were
required to prohibit the imposition of the recommended rates.
Exhibit III-3 from the January 26th study report depicting the five-year retail rate plan is
presented below.
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STAFF REPORT
Five-Year Retail Water Rate Plan
Donna Silva

The detailed five-year rate plan with the option of eliminating the new Administration
Building and additional staff positions from the financial plan (Plan B Alternative) is
provided below.

Under either rate schedule, rates for calendar year 2017, would go into effect on May 1,
2017, not January 1, 2017 as shown in the rate schedules.
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STAFF REPORT
Five-Year Retail Water Rate Plan
Donna Silva

FINANCIAL CONSIDERATIONS
Approving the Retail Financial Plan and Five-Year Retail Water Rate Plan will ensure
that the District’s retail system continues to meet financial obligations for ongoing
operation and maintenance, debt service, and capital improvements while maintaining
prudent reserves. If an alternative five-year rate plan is adopted, other than the Plan B
shown, then a new strategy and financial plan will be required in order to meet these
obligations.
Attachments:
Exhibit 1 Retail Financial Plan and Water Rate Update Study dated January 26, 2017
Resolution 17-10 Adopting a Five Year Schedule of Retail Water Rates
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SAN JUAN WATER DISTRICT
Retail Financial Plan and
Water Rate Update Study

January 26, 2017
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SECTION I. SUMMARY

INTRODUCTION AND BACKGROUND

In early 2016, the San Juan Water District retained The Reed Group, Inc. to update the
District’s ten-year wholesale and retail financial plans and develop recommendations for
updating water rates for a five-year period from 2017 through 2021. The purpose of the
study was to ensure that the District’s wholesale and retail water systems continue to meet
financial obligations for ongoing operation and maintenance, debt service, and capital
improvements while maintaining prudent reserves. This report contains analyses and
recommendations related to the District’s retail operations. A separate report contains
analyses and recommendations related to the District’s wholesale operations.
One focus of this retail financial plan is to help ensure adequate funding of the
District’s retail capital improvement program. The retail capital improvement program
includes about $46.7 million (in future dollars) in capital improvements over the ten-year
planning period extending through FY 25-26. The financial plan presented herein indicates
that undertaking this capital program, as planned and scheduled, will require the issuance
of an estimated $12.75 million in new long-term debt in 2019 in order to fund two needed
transmission pipelines and replace the cover of Kokila reservoir. Based on financial plan
analyses, all other planned retail capital improvement projects can be funded on a pay-asyou-go basis.
A second focus of this retail financial plan is to address the outstanding unfunded
accrued liability (UAL) associated with the District’s retirement programs. Based on the
most recent actuarial analysis, the retail water system has an outstanding UAL of about
$3.177 million as of June 30, 2016. The District is paying interest on this accrued liability of
7.5 percent while its financial reserves are earning about 0.5 percent. The financial plan
includes a strategy for paying off 75 percent of this outstanding liability using available
financial reserves; this is a more economically efficient use of the District’s financial
resources.
In other respects, the retail financial plan provides a strategy and recommendations for
annually adjusting water rates in order to meet financial and service obligations while
maintaining prudent reserves. While the financial plan covers a ten-year planning period,
water rate recommendations cover five years. It is recommended that the District update
the financial plan analysis at least once every three to five years, as warranted. It
particular, the District should plan on updating the wholesale and retail financial plans
prior to issuing new long-term debt.
Retail water rate calculations were updated based on the revenue needs developed
through the financial planning process. The rate structure and cost allocation methodology
used in the rate calculations are generally the same as in past studies. Proposed rates
continue to include a uniform water usage rate for all water usage. One change, however,
is a shift in the overall rate structure to place greater emphasis on daily fixed base charges
with a corresponding reduction in the reliance on water usage revenue. This change is
intended to help improve revenue stability.
THE REED GROUP, INC.
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During the course of this study, preliminary results and recommendations were
presented to the District’s Board of Directors in a workshop on June 29 and a board
meeting on November 9. Following those meetings changes were made with regards to
the UAL issue, as well as other refinements.
This report summarizes the analyses and recommendations of the retail financial plan
and water rate study. It includes a financial strategy that relies upon ongoing revenues as
well as available reserves to meet all financial obligations, including the planned capital
improvement program.
FINANCIAL PLAN AND REVENUE NEEDS

The financial plan model covers the ten-year planning period from FY 16-17 through
FY 25-26. The plan reflects estimated operation and maintenance costs, debt service
obligations, and capital improvement needs of the retail water system. The financial plan
is a cash-flow model, and differs from standard accounting income statements and balance
sheets. The financial plan also separately reflects ongoing operation and maintenance,
debt service payment obligations, and the capital improvement program, with separate
revenue sources reflected for each. Financial reserves are also reflected in the financial
planning model.
During the past couple of years, the District’s operations have been impacted by the
sustained drought that has affected all of California. Reduced water sales to retail
customers has resulted in reduced revenues without a corresponding reduction in costs. As
a result, the District cut costs, where possible, deferred capital improvement projects, relied
more heavily on available financial reserves, and implemented a temporary 10 percent
water shortage surcharge on water usage. The 10 percent water shortage surcharge was
insufficient to address financial needs1. As a result, property tax revenue and capital
program reserves normally dedicated to capital improvement projects have been needed to
help cover operating, maintenance, and debt service costs. At the present time, the
financial condition of the retail water system is more financially stressed than it has been in
a number of years.
Details of the financial plan assumptions, findings, and recommendations are
presented in Section II of this report. However, the analysis indicates that the District
needs to increase retail water rates each year for the next five years. The District’s Board of
Directors has approved the FY 16-17 budget without a rate increase, however that budget
requires a dramatic use of reserves and would leave the District in greater financial stress.
Primary findings and recommendations stemming from the retail financial plan analysis
include:
•

Annual water sales have declined in recent years likely due to the slowdown in the
economy, the recent drought, and water conservation efforts by the District’s
customers. The financial plan assumes there will be a modest rebound in water
demand beginning in FY 16-17 that then continues and extends over several years.

Based on the severity of the drought, a 30 percent water shortage surcharge was authorized, but the
District’s Board of Director opted to only implement a 10 percent surcharge.

1
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•

Based on the most recent actuarial estimates, the retail water system has an
outstanding unfunded accrued liability under its Public Employee Retirement
System (PERS) retirement programs of about $3.177 million. It is recommended
that the District utilize available financial reserves to pay off 75 percent of this
liability in FY 16-17, thereby significantly reducing the 7.5 percent annual interest
cost on the UAL.

•

The District should anticipate issuing about $12.75 million in new long-term debt
for the retail water system in 2019 in order to finance two needed transmission
pipelines and replace the cover of Kokila Reservoir2. It is anticipated that all other
retail capital improvement projects can be funded on a pay-as-you-go basis thereby
avoiding additional interest expenses.

•

The District’s financial reserve policies have served and continue to serve the
District well. However, changes in certain reserves and reserve policies are
recommended in order to provide greater economic efficiency and cost savings. A
summary of reserve policy recommendations include:

•

o

Maintain the 20 percent operating reserve for working capital and
emergency purposes

o

Eliminate the compensated absence reserve as it is unnecessary

o

Use funds from the PERS stabilization reserve, the Kokila reservoir
reserve, and a portion of the general CIP reserve to payoff $2.387 million
(75 percent) of the retail PERS UAL balance

o

Maintain required and restricted debt service reserves

o

Continue to utilize the general CIP reserve to help fund planned capital
improvement projects

o

Within the planning period, begin to fund an emergency CIP reserve to
help provide flexibility in funding needed capital projects.

It is recommended that the overall level of retail water rates be increased on an
annual basis, as follows:
o
o
o
o
o

May 2017
January 2018
January 2019
January 2020
January 2021

8%
9%
9%
9%
6%

As with past practice, the District should monitor financial conditions and needs on an
ongoing (annual) basis and update the financial plan model and future estimates at least
every three to five years, or when conditions or plans changes sufficiently to warrant an
update. Actual future conditions, such as water supply conditions, water deliveries, water
sales revenue, operating and maintenance expenses, CIP project costs/timing, project
financing, etc., may differ from the financial plan assumptions reflected herein. Material
An estimated additional $29.0 million may be needed to fund planned wholesale capital improvement
projects. A single issue for both wholesale and retail projects is anticipated.
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differences affecting the overall financial condition of the retail water system may warrant
closer review and/or an earlier update. The need and magnitude of annual retail water
rate increases may also be affected by differences between assumed and actual conditions,
including the potential refunding of existing debt and the issuance of new debt.
PROPOSED RETAIL WATER RATES

Exhibit I-1 presents proposed retail water rates to be implemented beginning in May
2017, and continuing each January through 2021. The proposal includes holding the
uniform water usage rate at the current $0.92 per CCF, and meets all revenue needs
through increases in the daily fixed base charges. The rate schedules for 2017 through 2021
reflect annual overall water rate increases of 8 percent, 9 percent, 9 percent, 9 percent, and
6 percent, respectively. At present, about 41 percent of retail water rate revenue is derived
from water usage charge. By FY 20-21, water usage charge revenue will decline to about 37
percent of the total, even with a rebound in water demand.
The bottom portion of Exhibit I-1 summarizes the amount of a typical single family
residential water bill under each of the proposed rate schedules. Residential customers
with a 1” water meter will see water bill increases of $0.18 per day with the rates proposed
for May 2017, regardless of water usage. With the proposed 5-year rate plan, after five
years of annual rate adjustments water bills for residential customers will have increased
by a total of $1.05 per day.
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SECTION II. RETAIL FINANCIAL PLAN

This section of the report describes the financial plan for the District’s retail water
system. The ten-year financial plan is used to determine annual retail water rate revenue
requirements. The annual rate revenue requirement is the amount of revenue needed from
water rates to cover planned operating, maintenance, debt service, and capital program
costs with consideration of other revenues and financial reserves.
FUND STRUCTURE AND CASH FLOWS

The financial plan is an annual cash flow model. As a cash flow model, it differs from
standard accounting income statements, and balance sheets. The financial plan models
sources and uses of funds into, out of, and between the various funds and reserves of the
water utility.
The financial plan model is based on a fund, reserve, and account structure that
separately addresses operating, debt service, and capital program needs, with three funds
for these three purposes. This presentation helps provide transparency as to the sources
and uses of funds for each type of obligation. The District recently replaced and upgraded
its financial accounting system. This financial plan was developed based on the new
account structure reflected in the District’s financial accounting software.
An understanding of the fund/reserve structure is helpful in understanding the
financial plan worksheets that model annual cash flows through the retail water system
from one year to the next. The fund/reserve structure is comprised of:
•

Retail Operating Fund – The retail operating fund is the primary fund within
the retail water system. Most retail revenues, including water rate revenues,
flow into the operating fund and all operating and maintenance costs, including
debt service payments, are paid out of this fund. Funds are also transferred
from the operating fund to the retail capital fund to help pay for capital projects
intended to rehabilitate and upgrade facilities. Five separate reserves are
reflected in the operating fund.
o

Operating Reserve – The District maintains an operating reserve within
the operating fund equal to 20 percent of annual retail operating and
maintenance costs. The purpose of the operating reserve is to provide
working capital and funds for unplanned operating and maintenance
expenditures. At the end of FY 15-16, the retail operating reserve had an
estimated $1,997,000, based on the budgeted operating and maintenance
costs budgeted for the upcoming fiscal year.

o

Compensated Absence Reserve – The District has maintained a separated
reserve to fund its liability for compensated absences. At the end of FY
15-16 this reserve had an estimated balance of about $348,000. The need
to maintain the reserve has been under review by District staff and
Board. A policy recommendation to eliminate this reserve is supported
by staff and incorporated in the financial plan analyses.
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o

PERS Stabilization Reserve – A separate Public Employee Retirement
System (PERS) stabilization reserve is shown as a part of the operating
fund, and reflects the balance of funds set aside to meet PERS UAL
obligations. At the end of FY 15-16, the PERS stabilization reserve had
an estimated balance of about $411,000. At present, the retail water
system is responsible for about $3.177 million of the UAL obligation.
Because this obligation is carried with a 7.5 percent interest rate, and the
District only earns about 0.5 percent on its total investment pool, it
would be advantageous to use this reserve to reduce the UAL
obligation. This matter is discussed in greater detail later in this section.

o

Customer Deposits – Money on deposit with the District as security is
maintained in a separate reserve account. At the end of FY 15-16 the
District held about $47,000 in customer deposits. This reserve is not
available for general purposes and does not affect the financial plan
analysis.

o

EDA Loan Reserve – Consistent with the requirements of a loan from the
Economic Development Agency, the District has maintained a loan
reserve equal to one annual loan payment. The EDA loan will be fully
repaid in FY 16-17, and the loan reserve can be used to make the final
payment. This reserve will no longer exist following payoff of the loan.

o

Uncommitted Fund Balance – The balance in the operating fund in excess
of the target amount for the operating reserves, as well as the other
operating fund reserves, is shown in the financial plan as uncommitted
fund balance. After all other obligations are met the uncommitted fund
balance is available to offset rate increases, and the financial plan model
generally seeks to reduce any uncommitted fund balance over time.
Negative amounts for the uncommitted fund balance indicate the
degree to which the minimum operating reserve is not met. To
prevent a significant negative uncommitted balance at the end of FY 1516 the financial plan model includes a transfer of funds from the capital
fund to the operating fund of $1,850,000.

Retail Capital Fund – The retail capital fund is used to account for capital
project expenditures, as well as related funding sources. The District applies
property tax revenues (the 1 percent increment taxes) to the capital program. In
addition, it is recommended that a portion of revenues from the retail water
rates be transferred annually to the capital fund, in support of the long-term
capital program. While current revenues are insufficient for this transfer, this
should be an objective to help minimize or reduce the amount of debt that may
be required in the future. Capital projects funded from the retail capital fund
are intended to rehabilitate, upgrade, and expand the retail water system to
meet current and future needs of the utility. The financial plan model generally
seeks to maintain a positive balance in the capital fund while also covering the
costs of planned capital improvement projects. The capital fund is comprised of
five separate reserves.
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o

General CIP Reserve – This reserve reflects the capital fund balance that is
generally available for retail capital improvement purposes. At the end
of FY 15-16, this reserve had an estimated balance of about $6.81 million.

o

Vehicle/Equipment Reserve – This reserve is intended to provide funds for
the replacement of vehicles and major equipment. At the end of FY 1516 the reserve had an estimated balance of about $315,000. District staff
and the Board of Directors are currently reviewing the need to maintain
this as a separate reserve, and it may be rolled into the general CIP
reserve.

o

Kokila Reservoir Reserve – The District maintains a sinking fund for the
eventual replacement and upgrade of Kokila Reservoir. The sinking
fund has a FY 15-16 year-end balance of about $393,000. The District
adds $10,000 annually to this reserve, plus accrued interest. The District
plans to replace the cover of Kokila reservoir in FY 20-21 for an
estimated cost of about $9.5 million (in future dollars). As presently
funded, the Kokila reservoir reserve would only cover a small fraction of
the total cost of this major project.

o

Emergency CIP Reserve – The emergency CIP reserve currently has a zero
balance. The reserve is intended to be available for emergency capital
improvement projects at the Board’s discretion. The financial plan
includes gradual funding of the emergency CIP reserve during the later
half of the planning period. However, it could also be consolidated into
the general CIP reserve.

o

Project Fund – The financial plan includes the issuance of new long-term
debt in 2019 to finance the Kokila reservoir cover project, as well as two
transmission pipelines. The financial plan model includes a project fund
as part of the capital fund as a means of accounting for the use of debt
proceeds.

Debt Service Fund – The financial plan model also includes a debt service fund
as the mechanism for tracking debt service obligations and payments.
Outstanding debt was issued in 2009 and in 2012. Restricted debt service
reserves are required under the terms of the 2009 COPs, and it is anticipated
that similar reserve may be required as part of the anticipated 2019 debt issue.
o

2009 COP Debt Service Reserves – The 2009 certificates of participation
(COPs) requires the District to maintain certain debt service reserves.
These reserves are shown as part of the overall debt service fund
balance. Retail 2009 COP debt service reserves total about $1.033 million
as of the end of FY 15-16. Money in this reserve is restricted and can
only be used for specific purposes related to the 2009 COPs.

o

2019 Debt Service Reserves – Estimated costs for the 2019 debt issue
include providing money from the issuance to fund a debt service
reserve. Such a reserve has been included in the financial plan model.
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FINANCIAL PLAN ASSUMPTIONS

The financial plan was created to reflect the FY 15-16 estimated actual revenues,
expenses, and year-end financial position, as well as the FY 16-17 adopted budget, ten-year
capital improvement program, and existing debt service schedules. The financial plan also
reflects estimates of future operating and maintenance costs, revenues based on a number
of assumptions, potential future debt service obligations, and information provided by the
District.
The process used to develop the financial plan involved estimating future revenues and
expenditures based on inflation and interest rates, water supply costs and demand
projections, anticipated capital improvement needs, and other information. The District
does not have formal estimates of future operating and maintenance costs, and capital
improvement needs are defined at a planning level. The financial plan is based on the best
available information and assumptions are believed to be reasonable; however, no
assurance can be provided as to the accuracy and completeness of the estimates.
Primary assumptions reflected in financial plan analyses are summarized below. Many
of the assumptions used in both retail and wholesale financial plans are summarized in
Exhibit II-1.
•

Interest Rates – The District invests most of its available funds in the Local
Agency Investment Fund (LAIF), which has been earning less than 0.5 percent
for the past several years. A small portion of the District’s available assets is
invested in other securities that have recently yielded about 1.5 percent. In
aggregate, in FY 14-15 the District’s invested funds returned about 0.5 percent.
The financial plan model incorporates an assumed 0.5 percent rate of return on
all funds. This interest rate is assumed to gradually increase to 1.0 percent by
the end of the ten-year planning period. Interest calculations are based on
beginning-of-year balances and interest accrues to each of the funds. The
District also pays interest on outstanding long-term debt obligations. The
interest payments on outstanding debt are those contained in existing contracts
and repayment schedules.

•

Inflation Rates – Annual inflation rates for general operating and maintenance
costs is 3.0 percent per year throughout the planning period. Inflation for
chemical and energy costs is assumed 5.0 percent per year. Inflation on retiree
medial costs and other post-employment benefit (OPEB) obligations is assumed
at 6.0 percent per year. Finally, construction costs are assumed to increase 3.0
percent annually.

•

Retail Customer Base and Water Demand – Modest growth in the District’s retail
customer base is incorporated for financial planning purposes based on
information contained in the 2015 Urban Water Management Plan (UWMP).
Annual growth of the District’s retail customer base is slightly more than 1
percent per year during the planning period. Retail water demand is estimated
to rebound toward historic levels over the next several years, based on the
assumed return to normal water supplies in 2016 and demand rebound over
several years reaching normal demand by 2020. Retail water demands in 2020
and 2025 are based on estimates included in the District’s 2015 UWMP.
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•

Cost of Water Supplies – The cost of water supplies is reflected as the amount the
retail water system pays the wholesale water system for water deliveries. This
is comprised of quarterly fixed service charges, debt service charges, and capital
facilities charges, as well as a water usage charge for each acre-foot of delivered
water. The retail financial plan uses information from the 2017 Wholesale
Financial Plan and Water Rate Update Study as the basis for water supply costs to
the retail water system.

•

Other Operation and Maintenance Costs – Beyond water purchases costs, the
financial plan model is based on current operating and maintenance costs as
reflected in the FY 16-17 operating budget. Future operating and maintenance
costs are estimated based on assumed inflation rates, as previously described.
Energy costs for pumping are also adjusted based on changes in water
demands.

•

Staff Additions – The retail financial plan incorporates the following new staff
positions, based on needs identified by District staff.

•

o

Human Resources Specialist – This position is added mid-year in FY 1617 at a total annual cost of $125,000. The position has been split equally
between the wholesale and retail water systems, and has been included
in the District’s FY 16-17 budget.

o

Administrative Assistant - This position is added in FY 17-18 at a total
annual cost of $80,000. The position has been split equally between the
wholesale and retail water systems.

o

Customer Services Representative – This position is added in FY 17-18 at
a total annual cost of $90,000, and is included entirely as a cost to the
retail water system.

Large Non-Capital Projects – Large non-capital projects, such as studies,
assessments, and large maintenance items had previously been included in the
District’s capital improvement program. Beginning in FY 16-17 these items are
being included in the operating budget, and treated as operating and
maintenance expenses (rather than capitalized and expensed over time). The
retail financial plan includes the budgeted FY 16-17 large non-capital items
totaling about $157,000. For future years, this amount is escalated at the pace of
inflation to account for most ongoing non-capital project needs. Four additional
items have also been explicitly added to the retail financial plan. They include:
o

New GIS implementation with an estimated cost of $123,000 in FY 17-18

o

A retail master plan with an estimated cost of $338,000 in FY 18-19

o

AMR feasibility study with an estimated cost of $68,000 in FY 18-19

o

Bacon 33” and Sierra 30” pipeline condition assessments with estimated
costs of $52,000 and $160,500 in FY 17-18 and FY 18-19, respectively.

It is believed that these estimates and allowances conservatively reflect future
non-capital project needs.
•

Debt Obligations – The District’s retail debt obligations are currently limited to
repayment of 2009 COPs and 2012 refunding revenue bonds. The retail portion
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of annual debt service on the 2009 COPs totals about $757,000, and is about
$257,000 on the 2012 refunding revenue bonds.
The financial plan model includes estimates related to the issuance of additional
long-term debt in 2019 in order to fund major capital improvement projects.
The 2019 new debt issue is estimated with a total par amount of $41.75 million
($29.0 million for wholesale projects and $12.75 million for retail projects).
Estimated terms include a 4.0 percent interest rate, 30-year repayment term,
issuance costs of 2.0 percent of the par amount, funding of a debt service
reserve, and approximately equal annual principal and interest payments
throughout the repayment period. Actual terms would be determined at the
time of debt issuance and will reflect market conditions at that time. The actual
allocation of debt service obligations to each wholesale customer will also be
determined at the time of issuance.
Exhibit II-2 provides details on current actual and estimated future debt service
obligations, including the distribution of debt service costs to each wholesale
customer. The District is currently meeting debt service coverage obligations,
and financial plan analyses consider this requirement in developing estimates
for future annual water rate adjustments.
The District has considered refunding the 2009 COPs in order to take advantage
of current low interest rates. However, because of pre-payment penalties,
financial advisors have indicated that it will likely be more feasible to refund
the COPs in 2018 when pre-payment penalties no longer apply. Financial plan
analyses do not reflect any potential cost savings associated with refunding of
the 2009 COPs.
•

Capital Improvement Program – The District’s retail 10-year capital improvement
program includes about 75 projects totaling about $46.7 million in future
dollars, averaging about $4.7 million annually. Exhibit II-3 lists the planned
projects, as well as estimated cost and timing. Costs in Exhibit II-3 have been
escalated each year based on a 3.0 percent annual construction inflation factor.
The capital improvement program has a concentration of project expenditures
in FY 19-20 and FY 20-21. This concentration primarily includes two major
transmission pipeline projects and a new cover for Kokila reservoir, which
together total about $12.1 million. Because of their size, and the District’s
current financial condition, it is virtually impossible to undertake these projects
without issuing new long-term debt.
Financial plan analyses suggest that with the exception of the two transmission
pipelines and the Kokila reservoir cover project, the entire capital improvement
program can be financed on a pay-as-you-go basis using capital program
revenues, transfers from the operating fund, and available reserves.
Annual transfers from the operating fund to the capital fund range from zero
dollars initially (due to inadequacy of water rate revenues) to $2.0 million
toward the end of the planning period. By establishing rates sufficient to
support a portion of the capital program the District may be able to avoid the
need for additional long-term debt beyond 2019. This has been an objective of
the financial plan, and the proposed rates help to achieve this objective.
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•

New Administration Building – An estimated cost of nearly $4.5 million (in future
dollars) for a new administration building is included in financial plan analyses,
and equally split between the wholesale and retail capital improvement
programs, with construction in FY 20-21. Financial plan analyses indicate that
this project can be funded at that time on a pay-as-you-go basis from available
capital program revenues and reserves. Prior to completion of a new building
the financial plan assumes the District will add temporary trailers to provide
additional space from FY 17-18 through FY 20-21.

•

PERS UAL Obligations – Based on the most recent actuarial analysis (completed
in 2015) the District has a total estimated unfunded accrued liability (UAL)
associated with its retirement programs of about $5.477 million. The wholesale
water system is responsible for about $2.3 million of this amount; $3.177 million
is the responsibility of the retail water system. Interest accrues on the UAL at a
rate of 7.5 percent annually, which is significantly greater than the 0.5 percent
the District earns of its investments. The current practice of holding reserves
while this liability grows is economically inefficient and costly to the District.
Financial plan analyses suggest it is possible for the retail water system to pay
off 75 percent of its UAL obligation from existing reserves. This will result in
net annual cost savings to the District. The financial plan assumes that
$2,387,000 (75 percent) of the retail portion of the current UAL will be paid off
with funds from the following retail reserves:
o
o
o

PERS stabilization reserve
Kokila reservoir reserve
General CIP reserve

$411,000
$393,000
$1,583,000

While the District has been gradually accumulating the Kokila reservoir reserve
to help fund major improvements to that facility in a few years, it will only
provide a modest amount toward the total cost, and the District will be required
to fund most of the project in new long-term debt. It is economically more
efficient to use the available reserve funds to pay off the UAL than to hold it for
the Kokila reservoir project. The District’s Board of Directors generally
supported this use of funds during the workshop held on June 29.
FINANCIAL PLAN RESULTS

Details of the financial plan analyses are presented in Exhibits II-4, II-5, and II-6
reflecting the retail operating fund, capital fund, and debt service fund, respectively. The
financial plan is also presented graphically in Exhibit II-7. The colored bands in Exhibit II7 show retail operating and maintenance costs, debt service payments, and pay-as-you-go
capital program expenditures. Debt-financed capital expenditures are not reflected,
although the associated debt service is. The dashed line in the exhibit show minimum
target reserves, and the solid black line shows estimated total year-end reserves. The
financial plan analysis seeks to keep the solid line above the dashed line throughout the
planning period.
Results of the financial plan analyses are summarized below.
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•

The recent multi-year drought has created financial stress for the retail water
system resulting in a significant decline in total financial reserves over the past
two years.

•

Current retail water rate revenues are insufficient to fully cover ongoing
operating and maintenance costs and debt service payment obligations. As a
result, a portion of capital fund revenues and reserves are being used for
operating purposes. The current net operating loss and existing capital
program revenues do not adequately support the capital improvement
program. Because of the costs and timing of planned projects, the District will
need to issue new long-term debt. It is not practical to avoid new debt unless
the Kokila reservoir cover replacement project is postponed for a significant
period of time.

•

The pace and extent of rebound in retail water demand is uncertain and will
have an impact on annual water rate revenues. The rebound trajectory has been
reviewed with staff and is believed reasonable. Nevertheless it is an area of
potential financial risk, which should be monitored.

•

The District is meeting debt service coverage obligations, and is expected to
continue to meet this requirement throughout the planning period even with
new debt issued in 2019.

•

In 2016, the District’s financial advisors suggested that refunding of the 2009
COPs is possible at this time (with certain pre-payment penalty associated
costs), but that it may be more advantageous to refund the COPs in 2018 when
the pre-payment penalties no longer apply. Because future market conditions
cannot be known, financial plan analyses do not reflect any cost savings
associated with refunded COPs. The District should closely monitor interest
rate trends and consider the refunding of the 2009 COPs at an opportune time.

•

The compensated absence reserve does not need to be maintained as a separate
reserve, as it is unlikely that it would ever need to be paid out in lump sum. It
would be advantageous to the District to eliminate this reserve. Money
currently designated to this reserve could be used to help reduce the magnitude
of the needed water rate increase for 2017. District staff supports this change,
and it has been incorporated in the financial plan analyses.

•

Maintaining the PERS stabilization reserve, the Kokila reservoir reserve, and the
full amount of the general CIP reserve while the entire $3.177 million PERS
UAL remains outstanding is economically inefficient and results in unnecessary
interest costs to the District. The District should pay off 75 percent of this
obligation using available reserves, as summarized previously.

•

Retail water rate increases are required over the next several years in order to
meet current and future financial and service obligations, as well as to position
the District for issuing new long-term debt in 2019. Estimated annual increases
in the overall level of retail water rates for each year (beginning in 2017) of the
ten-year planning period are 8 percent, 9 percent, 9 percent, 9 percent, 6 percent,
4 percent, 4 percent, 4 percent, 4 percent, and 4 percent, respectively.
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These annual water rate increases will enable the District to maintain overall
reserve levels above minimum target levels throughout the planning period. In
addition, the retail financial plan provides for gradual funding of the
emergency CIP reserve to a level of $1 million by the end of the ten-year
planning period. Alternatively, the District might consider consolidating the
emergency CIP reserve with the general CIP reserve.

The next section of this report includes recommendations for modifying retail water
rates including increasing the emphasis on fixed daily base charge revenue and gradually
reducing the portion of revenue for water usage charges. This change would help reduce
the financial risk associated with variable and uncertain water demands.
At this point in time, it is recommended that the District adopt a five-year retail water
rate plan with new rates implemented beginning in May 2017 and continuing each January
through 2021. It is also recommended that the District re-evaluate its financial condition
and update the financial plan prior to issuing new long-term debt.
As with past practice, the District should monitor financial conditions and needs on an
ongoing (annual) basis and update the financial plan model if conditions or plans change
sufficiently to warrant an update. Actual future conditions, such as water demand, water
sales revenue, operating and maintenance expenses, CIP project costs/timing, project
financing, etc., may differ from the financial plan assumptions reflected herein. Material
differences affecting the overall financial condition of the retail water system may warrant
closer review and/or an earlier update. The need for and magnitude of annual retail water
rate increases may also be affected by differences between assumed and actual conditions.
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SECTION III. RETAIL WATER RATES

This section of the report describes retail water rate calculations for 2017, and presents
a proposed five-year rate plan, including rate schedules through 2021. The water rates
include fixed daily base charges and a uniform water usage rate. The proposed retail
water rates were developed based on (1) sound cost of service principles, (2) a balancing of
rate setting objectives, and (3) revenue needs for the retail water system, as determined
from the financial plan.
CURRENT WATER RATES

Exhibit III-1 summarizes the current water rates for the District’s retail water system.
The current water rates have been effective since January 1, 2016, when the District
implemented a 15 percent adjustment to the level of the water rates. A temporary 10
percent surcharge on the water usage rate was rescinded in early 2016, as state-mandated
water conservation requirements were lifted.
For general water service, the water rates include both fixed daily base charges and a
uniform water usage rate. The daily base charges vary with the size of the water meter,
and are intended to recover a portion of fixed customer and capacity related costs. The
water usage rate applies to all units of actual water usage by retail service customers.
There are also fixed daily charges for private fire lines, and a special pumping surcharge
applicable to wholesale deliveries of water to the City of Folsom.
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The District bills customers for water service on a bi-monthly basis. Therefore, the
daily base charge of $1.24 for a 1” water meter equates to $74.40 for a 60-day billing cycle.
Water use in the past few years has varied due to drought-related water use restrictions.
Average residential water use in 2014 was about 65 CCF bi-monthly (about 825 gpd) and
about 51 CCF bi-monthly (about 625 CCF) in 2015. Residential water use in 2016 is
estimated to partially rebound with an average bi-monthly water use of about 60 CCF
(about 750 gpd). This rebound in consumption remains well below pre-drought levels.
In FY 15-16, with restricted water usage, about 41 percent of water rate revenue was
generated from water usage charges and about 59 percent from fixed base charges. Under
normal water demands about 38.5 percent of water rate revenue can come from water
usage charges. Analyses performed in 2012 as part of the District’s compliance with water
conservation best management practices indicated that at least 29 percent of water rate
revenue should be generated from water usage charges to meet requirements of the
California Urban Water Conservation Council’s (CUWCC) Best Management Practice
(BMP) 1.4 regarding water conservation pricing. The District’s current water rates exceed
this threshold, and therefore the District meets the BMP requirements. However, the
District has also become increasingly concerned about the mismatch between variable costs
and variable revenues. As a result, proposed water rates presented in this report include a
gradually shift to an increased focus on stable fixed charge revenues and away from
variable usage-based rate revenue.
As of December 2015, the District’s retail water system was comprised of 10,105 single
family residential accounts and 477 multi-family and non-residential accounts. In 2015,
single family customers used about 3,086,000 CCF (7,084 AF) of water, and multi-family
and non-residential accounts used about 479,000 CCF (1,101 AF) of water. Water use in
2016 has been estimated to increase about 13 percent (as a partial rebound in demand), to
about 3,497,000 CCF of single family residential water use and about 543,000 CCF of multifamily and non-residential water use.
While the District’s residential water use is unusually high for residential areas, the
reason is largely due to large parcel sizes typical of the area, as well as land use decisions
and community values that are largely outside of the District’s direct control. While most
suburban communities have lot sizes typically below 10,000 sq. ft., the District’s retail
service area has a significant number of low density (10,000 sq. ft. to 1 acre) and rural estate
(over 1 acre) developments.
WATER RATE CALCULATIONS

Water rates are determined in a three-step process. The first is to determine the annual
water rate revenue requirement. The second step is cost of service analysis and the
allocation of costs to various customer categories. The third step is water rate design. Each
step is address separately below.

Water Rate Revenue Requirements
The retail financial plan includes revenues and expenses for each fiscal year over the
ten-year planning period. The District, however, adjusts water rates on a calendar year
basis. As a result the financial and rate analyses necessarily involve certain translations
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back and forth between fiscal and calendar years. On this basis, the annual water rate
revenue requirement for 2017 was determined to be $9,734,000 for the calculations of water
rates. This revenue requirement reflects an 8 percent increase in the overall level of water
rates. That is, $9,734,000 is 8 percent more than the annual water rate revenues as
determined based on the current 2016 water rates, estimated water usage for 2016, and the
customer base as of December 2015. The revenue requirement for rate calculations reflects
a customer base of about 10,582 accounts, and annual water sales of about 4,159,000 CCF
(9,548 AF). Actual water rate revenue for 2017 will also be affected by (1) a continued
rebound in water demand in the post-drought environment, and (2) modest growth in the
customer base.
Water rate calculations contained herein are intended to generate the revenue
requirement from rate revenues paid by the District’s retail water service customers. The
manner in which each retail customer is responsible for the District’s costs for operation,
maintenance, and replacement is the subject of the cost of service analysis and the cost
allocations to each customer.

Cost of Service Analysis
Once the annual water rate revenue requirement has been determined, the next step in
the rate setting process is to allocate costs to components for customer, capacity, and
commodity costs.
The District incurs certain types of costs associated with making water service available
to customers. Other costs are incurred as a direct result of customer water usage. A cost of
service analysis is intended to proportionately allocate the costs of providing water service
to customers in relation to each customer’s water service requirements. There are many
approaches to cost of service analysis; some are more complex than others. The approach
used herein is the same as that developed in past rate studies for the District.
The cost allocation methodology assigns all costs to one of three different categories.
The cost allocation process is performed at the highest level of detail available in the
District’s budget document. The three cost categories include:
•

Customer Costs – Customer costs, such as meter reading and billing costs, are
fixed costs that tend to vary as a function of the number of customers being
served. Customer costs are allocated to customers based on the number of
accounts. That is, every customer will pay an equal share of customer-related
costs.

•

Capacity Costs – Capacity costs are also fixed costs; however, these tend to vary
in relation to the capacity of the water system. Customers that can place greater
or lesser burdens on the capacity of the water system should bear a greater or
lesser share of these costs. The sizing of the water system is based on the
potential demand that each customer could place on the water system.
Capacity costs are allocated to customers in proportion to the hydraulic
capacity (as determined by meter size) of each water connection. The hydraulic
capacity reflects the potential demand that a customer could place on the water
system at any given time. A customer with a larger water meter is assigned a
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larger share of fixed capacity-related costs. Capacity costs include fixed costs
associated with operating and maintaining the water system, as well as debt
service, capital outlay items, and other items related to system capacity.
•

Commodity Costs – Commodity costs include variable costs that tend to vary
with the amount of actual water usage. Examples include water supply costs,
energy for pumping, and chemicals for water treatment. Commodity costs can
also include a portion of fixed costs that are reasonably allocated to customers
on the basis of actual water usage. For example, water conservation program
costs are generally considered fixed; however, it is reasonable to recover water
conservation costs on the basis of water usage.

Professional judgment and discretion in how costs are assigned to each cost category
provides some flexibility in meeting the various rate-setting objectives. For example,
shifting costs to the commodity category has the benefit of providing a more conservationoriented rate structure, whereas shifting costs to the fixed base charges aids in revenue
stability.
Current water rates generate about 41 percent of water rate revenue from usage
charges and about 59 percent from base charges (based on FY 15-16 water usage
characteristics). Drought related water use restrictions resulted in a reduction in water
usage as well as a reduction in water sales revenue. The decline in water sales revenue
exceeded the decline in water system costs, and this contributed to financial stress for the
District. As a result, this water rate study includes gradually modifying the water rate
structure to better align fixed and variable costs with fixed and variable revenues. While
this shift is counter to a water conservation objective, it is consistent with a financial
stability objective.
Using FY 16-17 budget and financial plan information, the cost allocation process
resulted in 2.7 percent of costs being allocated to the customer cost category, 58.1 percent to
the capacity cost category, and 39.2 percent to the commodity cost category. This
represents a modest shift toward fixed base charge revenue and away from variable water
usage revenue, and is consistent with the District’s objective of increasing revenue stability.

Water Rate Design
The third step in the rate-setting process is water rate design. In 2015 the District
modified its residential water rates to eliminate the 3-tier water usage rate structure and
replace it with a uniform water usage rate. The current uniform water usage rate will be
maintained for all customers. The only change incorporated in this study is to gradually
shift the rate structure emphasis away for the variable usage charge to the fixed base
charges. This is accomplished over a five-year period by holding the usage rate constant
and increasing the base charges to meet revenue needs.
Exhibit III-2 presents retail water rate calculations for 2017. It reflects the revenue
requirement, cost allocation, and rate structure shift described above.
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PROPOSED RETAIL WATER RATES FOR 2017 THROUGH 2021

Exhibit III-3 presents a complete five-year rate plan, including water rate schedules for
each of the next five years. The proposed water rate schedules also include two additional
elements of the retail water rates. Daily private fire line charges are fixed charges
applicable to private fire service connections. These are standby services that are generally
only used for fire suppression purposes. The charges are intended to reflect the estimated
cost of maintaining these standby service connections, and associated capacity. The rate
schedule also includes a pumping surcharge applicable to wholesale water deliveries to the
City of Folsom. This is a separate charge than the District’s wholesale water rates, and
reflects the estimated costs of pumping water through the District’s distribution system to
the City, including other operating and maintenance costs of pumping facilities.
Prior water rate analyses demonstrated the District’s compliance with the California
Urban Water Conservation Council’s (CUWCC) Best Management Practice (BMP) for
conservation pricing (BMP 1.4). That analysis determined that at least 29 percent of the
District’s water rate revenues be recovered through water usage charges. With the change
in the District’s water rate structure, and updated financial plan analysis, it is
recommended that the District consider updating the BMP 1.4 compliance analysis.
By holding the water usage rate constant, the only changes in customer water bills will
be the increase in the fixed daily base charge. The proposed water rates for 2017 include a
$0.18 increase in the daily base charge for a 1” water meter (typical of a residential home).
There will be no change in the cost to customers in relation to the water usage charge, as
the water usage rate will remain unchanged.
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Each year of the five-year rate plan includes adjustments to the base charges while
maintaining the water usage rate. As a result, over time a larger percentage of revenue will
come from base charges, rather than usage charges. This is true even as water demands
rebound toward pre-drought levels. By FY 20-21 it is estimated that 37 percent of water
rate revenue will be derived from usage changes, and if this method of adjusting water
rates continues through FY 25-26 then usage-based revenue will decline to an estimated 31
percent of total rate revenue.
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RESOLUTION NO. 17-10
A RESOLUTION OF THE BOARD OF DIRECTORS
OF THE SAN JUAN WATER DISTRICT
ADOPTING A FIVE YEAR SCHEDULE OF RETAIL WATER RATES

WHEREAS, the Board has received and considered the Retail Financial Plan and
Water Rate Update Study prepared by The Reed Group, Inc., dated January 26, 2017
(the “Rate Study”);
WHEREAS, the Rate Study presents the District’s revenue needs to fund retail
water service, a financial plan for funding those revenue needs, and an alternative rate
structure for ensuring that the District’s retail water rates and charges are sufficient to
meet revenue needs for the next five fiscal years, as further discussed in that study;
WHEREAS, as discussed in the Rate Study, the District’s existing retail water
service rates, consisting of a daily base charge, water usage charges, and, if applicable,
a daily private fire line charge (“Retail Rates”), are insufficient to pay the operating
expenses of the District's retail water utility operations, to provide for repairs and
replacement of water system works, to pay the principal and interest (including meeting
the contractual debt coverage ratio requirements) on water system indebtedness, and to
provide additional revenues for continuing capital improvements to the retail water supply
system at a sustainable pace;
WHEREAS, the Rate Study identified the need for, and benefits of, implementing
increases to the District’s Retail Rates so that its property owners and water users
(“Customers”) will pay their full proportionate share of all costs necessary to provide water
service to their parcels;
WHEREAS, the Rate Study demonstrates that the revenues derived from the
proposed increases in the Retail Rates will not exceed the funds required to provide water
service to the affected parcels;
WHEREAS, the proposed adjustments to the District’s Retail Rates will help
ensure that the District’s financial and water service obligations can be met with reduced
risk and uncertainty, and as a result of the proposed adjustments to the Retail Rate
structure, Customers will benefit from improved District financial stability and certainty,
thereby providing for more reliable water service;
WHEREAS, the proposed increases in the Retail Rates described in the Rate
Study are subject to Proposition 218’s notice and hearing requirements provided in Article
XIII D, section 6 of the California Constitution;
WHEREAS, as set forth in the Rate Study, the amount of the proposed Retail
Rates imposed on any one affected parcel will not exceed the proportional cost of the
1

water service attributable to the parcel in compliance with California law, including section
6(b)(3) of Article XIII D of the California Constitution and Griffith v. Pajaro Valley Water
Management Agency ((2013) 220 Cal.App.4th 586, 601) and other relevant law;
WHEREAS, the District has complied with Proposition 218’s requirements by: (1)
providing timely mailed notice of the public hearing to Customers; (2) holding several
public meetings at which staff and the Reed Group explained the District’s finances and
the need to possibly increase the Retail Rates in an amount up to 48 percent above
existing rates over the upcoming five year period; (3) receiving protests and comments
on the proposed increases; (4) making the Rate Study and supporting materials available
for public inspection and review for at least 45 days prior to the Board’s public hearing on
this matter; and (5) providing Customers with assistance in determining the impact on
their parcel of the proposed increases;
WHEREAS, the District held the noticed public hearing required by Proposition 218
on March 29, 2017, at which the Board received protests and written and oral comments
from Customers concerning the proposed adjustment of Retail Rates;
WHEREAS, Article XIII D, section 6 of the California Constitution states, “If written
protests against the proposed fee or charge are presented by a majority of owners of the
identified parcels, the agency shall not impose the fee or charge”, and, based on the
District’s 10,609 retail connections, 5,305 written protests were needed to prohibit the fee
proposed Retail Rate increase but the District received only a total of 196 protests; and
WHEREAS, in addition to the proposed schedule of Retail Rate increases for 2017
through 2021 set forth in Exhibit III-3 on page 26 of the Rate Study and in the table on
page 2 of the Proposition 218 notice mailed to all Customers, staff, at the request of the
Board’s Finance Committee during its March 7, 2017 public meeting, developed a second
rate schedule that would increase rates by a lesser amount in certain years than originally
proposed, and the District published the originally proposed Retail Rate schedule as
Retail Rate Plan A and the revised schedule with lower increases as Retail Rate Plan B
prior to the March 29, 2017 public hearing and presented and explained the two rate plans
at that hearing.
NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of San Juan
Water District as follows:
1.

The above recitals are hereby made findings of the District Board of
Directors and are incorporated herein.

2.

The Board of Directors has reviewed and considered the Rate Study
and hereby approves and accepts it.

3.

The Board of Directors has considered the public comments received
and the number of valid written protests submitted by Customers, and
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finds that there was not a majority protest to the District’s proposed
adjustment of Retail Rates.
4.

The Board further finds that the increases in Retail Rates identified in
the alternative rate plan schedules published prior to and presented and
explained at the March 29, 2017, public hearing as “San Juan Water
District Retail Water Rates - Plan A” and “San Juan Water District Retail
Water Rates - Plan B”, comply with the law because Plan A provides for
higher rates and was published in full in the Rate Study and in the
Proposition 218 notice timely mailed to all Customers and Proposition
218 permits the Board to set rates at a lesser amount than originally
proposed in the mailed notice.

5.

The Board also finds that the increase in Retail Rates identified in the
schedule entitled “San Juan Water District Retail Water Rates – Plan B
(“Plan B Rate Schedule”) is the most fair and equitable retail rate plan
for the 2017 through 2021 period and will ensure that Customers
receiving District water service pay the District’s full costs of providing
that service during that period.

6.

On the basis of the foregoing findings, the Board of Directors hereby
approves, adopts, and imposes the Retail Rates as calculated in the
Plan B Rate Schedule for calendar year 2017 (May 1 – December 31,
2017). The increase for 2017 shall become effective on May 1, 2017.
The Plan B Rate Schedule is set forth in full on Exhibit A attached to and
made a part of this Resolution.

7.

The Board also approves and adopts the increases in the Retail Rates
for calendar years 2018, 2019, 2020, and 2021 as provided in the rate
schedule set forth on Exhibit A.

8.

The General Manager and staff are directed to take all actions
necessary to impose and collect the Retail Rates shown on Exhibit A,
as the same are adopted herein, provided, however, that the Board may
either: (1) permit the adopted rate increase for each subsequent year to
automatically take effect on January 1 of each year for 2018, 2019, 2020
and 2021; or (2) review each subsequent year’s proposed increase at
least 60 days before its January 1 effective date and consider whether
it is necessary to enact the increase as adopted or to adjust the increase
consistent with applicable law and District financial covenants and
revenue requirements. In no event shall any increase result in rates that
exceed the cost of providing retail water service, including ensuring
compliance with all applicable debt coverage covenants and accrual of
prudent reserves.
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9.

The adjustments to the District’s Retail Rates are, among other things,
for the purpose of continuing to provide funds to meet the costs of
operating, maintaining and replacing water system facilities and to
provide funding for capital projects necessary or required to maintain
service within the District’s retail service area. The Board of Directors
therefore finds that the adoption of this Resolution is exempt from
application of the California Environmental Quality Act pursuant to
section 21080(b)(8) of the California Public Resources Code, and
authorizes the General Manager or his designee to prepare, execute
and file a CEQA Notice of Exemption.

PASSED AND ADOPTED by the Board of Directors of the San Juan Water District
on the 12th day of April 2017, by the following vote:
AYES:
NOES:
ABSENT:

DIRECTORS:
DIRECTORS:
DIRECTORS:

KENNETH MILLER
President, Board of Directors
ATTEST

TERI GRANT
Secretary, Board of Directors
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AGENDA ITEM IV-1

STAFF REPORT
To:

Board of Directors

From:

Paul Helliker, General Manager

Date:

April 12, 2017

Subject:

AB 968 and 1654

RECOMMENDED ACTION
Staff recommends a motion to support AB 1654 (Rubio, D-San Gabriel Valley) and to
support if amended AB 968 (Rubio.)
BACKGROUND
In January 2014, Governor Brown proclaimed a State of Emergency due to historic dry
conditions, and subsequently issued three Executive Orders under the Statewide
Drought Emergency in April 2014, April 2015, and May 2016. Under Executive Order B37-16 (“EO”), issued in May 2016, Governor Brown directed five state agencies to
develop a framework to implement various elements of the EO. In part, the EO included
direction to the Department of Water Resources to work with the State Water
Resources Control Board to develop, by January 10, 2017, new water use targets as
part of a permanent framework that builds on existing requirements established by SB
x7-7 (2009) to reduce urban water use by 20 percent by 2020, as well as additional
water shortage contingency plan requirements under the Urban Water Management
Planning Act.
Implementation of the final Administration framework (which, as of April 6, 2017, has not
been released) will require the Legislature to act to create new authorities for State
Agencies as well as new requirements for local water agencies under State law. The
positions described by 114 California water suppliers and association signatories
(including San Juan Water District) in a December 19, 2016 comment letter on the
Water Use Target Setting and Urban Water Management Plan elements of the
framework are outlined in attachment 1. While the water supplier comment letter
expressed support for many of the provisions proposed by the State, there were several
important areas of disagreement.
Water suppliers from throughout the state are uniting around a comprehensive
approach to long-term drought preparation and water use efficiency
improvements that would:
1. Enhance drought planning, preparation, and reporting.
2. Ensure a balanced approach between the development of resilient sources of
supply and continued improvements in water use efficiency.

3. Maintain the Legislature's control over long-term water use target setting.
LEGISLATION
Representatives of the signatory agencies to the December 19 letter have been meeting
since late December to develop language to implement the positions stated in that
letter. The expectation has been that this language would serve as the foundation of
any negotiations over legislation proposed by the Brown Administration. In light of the
fact that no legislation has yet been proposed by the Administration, which appears to
be planning to implement its proposal through a budget trailer bill, the water agencies
moved ahead with securing an author and preparing bill language under the auspices of
the ACWA State Legislative Committee.
Two bills have been introduced by Assemblywoman Blanca Rubio to implement the
ACWA bill language. These bills are sponsored by the Regional Water Authority.
Assemblywoman Rubio is a member of the Assembly Water Parks and Wildlife
Committee, the policy committee that will first hear these bills. AB 1654 implements the
water shortage contingency planning aspects of urban water management plans and
AB 968 will be the vehicle for an update to the water use efficiency provisions of SB x77 of 2009.

Attachment 1
Local Water Agencies’ Proposal for Long-Term Drought Preparation
and Water Use Efficiency Improvements
Long-Term Water Use Efficiency Target Setting
Preserve the Legislature’s Authority – The Legislature must retain its control and
oversight over water use target setting. Any revisions of standards or performance
measures beyond the initially adopted standards must be approved by the Legislature,
not implemented through ongoing regulatory authority.
Incorporate Multiple Compliance Methods for Water Use Targets – SB x7-7 (2009)
established four methods that water suppliers can use to determine compliance with
water use efficiency requirements. The draft Framework’s proposal to impose a single
method for target setting does not account for the diversity of water supply conditions
and uses across the State. Additional compliance methods that are based on the
proven alternatives in SB x7-7 should be maintained, including the regional compliance
option.
No Impact on Water Rights – Water Code section 1011, which allows water right
holders to use or transfer conserved water, must continue to apply. The new legislation
should not adversely impact water supply contracts or water rights. March 29, 2017
Maintain Existing Enforcement Measures – The current sanction for failure to meet
efficiency targets—ineligibility for State water grant funds—should be maintained, but
not expanded.
Enhance and Incentivize Sustainable Water Management – As described in the
California Water Action Plan, both water use efficiency improvements and development
of additional resilient water supplies will be required to sustainably manage California’s
water. New laws or regulations must not result in stranded water resource assets nor
discourage continued regional or local investments in these critical new water supplies.
Ensure that Any Landscape Area Data Used in Target Setting is Accurate –
Consistent with the EO’s call for a water use target based in part on landscape area, the
State should provide validated land use data of the irrigable area at the parcel level to
each water supplier in a timely manner, and defer to water suppliers that choose to
utilize their own validated data sets if a supplier opts to use the landscape based
compliance method. Compliance deadlines must be extended if the State fails to meet
its commitment to provide necessary land use data.
Incorporate Proven Efficiency Standards into Water Use Targets – Proven
efficiency standards, such as the 55 gallons per capita per day standard for indoor
residential use and the appropriate Model Water Efficient Landscape Ordinance
(MWELO) for irrigable areas, should be incorporated into one of the compliance options.

A stakeholder consultation process should be used to develop performance measures
for commercial, industrial and institutional uses, and to develop variances for unique
circumstances that cannot be fully addressed through a standardized methodology.
Account for Recycled Water – Consistent with existing law, recycled water should be
excluded from calculations of water use targets and corresponding efficiency standards,
as it is already a highly regulated and efficient beneficial reuse of water.

Urban Water Management Planning and Water Shortage Contingency Analyses
Enhance Existing UWMP Plan Requirements – Urban Water Management Plans
should include a Water Shortage Contingency Analysis that utilizes a five-year drought
planning sequence, and include a communications strategy, specific compliance and
exemption procedures, monitoring and reporting protocols, and a regular review
process.
Provide the State with Annual Water Supply and Demand Forecast – Water
suppliers should provide State agencies with an annual supply and demand
assessment to facilitate better understanding of regional hydrology and local supply
conditions throughout the State. This annual assessment should include any projected
shortage and actions to be taken to reduce demand or augment supply.
Provide Monthly Reporting to the State When a Shortage Occurs – Water suppliers
that implement a water shortage contingency stage should report water use and
demand reduction actions monthly.
Rely on Local Water Supplier Planning and Preparation for Drought – Water
supplies that are documented to be available to a water supplier during drought
conditions shall not be subject to state-mandated reductions in use. Any actions to
conserve water in response to a shortage shall be at the discretion of a local water
supplier.

San Juan Water District

AGENDA ITEM IV-2

RESOLUTION 17-11
Resolution In Support of the Association of California Water Agencies’ Policy Statement on
Bay-Delta Flow Requirements
WHEREAS, California is facing a defining moment in water policy that will be substantially
impacted by the State Water Resources Control Board’s approach to water quality objectives under the
Water Quality Control Plan for the San Francisco Bay/Sacramento-San Joaquin Delta; and
WHEREAS, the State Water Board has the responsibility for updating the Bay-Delta Plan in a
manner that establishes water quality objectives that ensure the reasonable protection of all beneficial
uses of water in a way that is consistent with the coequals goals of improving water supply reliability
and protecting, restoring and enhancing the Delta ecosystem and with respect to the commitments
made in the California Water Action Plan; and
WHEREAS, the State Water Board staff’s current proposal, which focuses singularly on an
“unimpaired flow” approach, is irreconcilable with a policy of coequal goals of improving both water
supply reliability and ecosystem health; it is also inconsistent with the broader water policy objectives
of the Brown Administration; and
WHEREAS, the ACWA Board of Directors has unanimously adopted a strong policy statement
which calls for a better approach that can more effectively achieve ecological objectives while
maintaining water supply reliability. The statement calls on the State Water Board to set aside its
“unimpaired flow” approach and heed Gov. Jerry Brown’s call for negotiated agreements, which have
been successful on many rivers and tributaries in California; and
WHEREAS, the ACWA statement notes that to be successful, the state’s flow policy must be
consistent with the principles of collaboration, comprehensive solutions, science, functional flows,
economic considerations, consistency with state policy, and leadership; and
WHEREAS, California’s local urban and agricultural water managers are united in their vision
for a future that includes a vibrant California economy as well as healthy ecosystems and fish
populations, and believe that vision is best achieved through a comprehensive, collaborative
approaches;
NOW, THEREFORE, BE IT RESOLVED, that the Board of Directors of the San Juan Water
District hereby supports ACWA’s Policy Statement on Bay-Delta Flows and encourages the State
Water Resources Control Board to embrace the approach articulated in ACWA’s policy statement.
PASSED AND ADOPTED by the Board of Directors of the San Juan Water District on the 12th
day of April 2017, by the following vote:
AYES:
NOES:
ABSENT:

DIRECTORS:
DIRECTORS:
DIRECTORS:

Costa, Miller, Rich, Tobin, Walters

ATTEST
KENNETH MILLER
President, Board of Directors
San Juan Water District
TERI GRANT
Secretary, Board of Directors

ACWA POLICY STATEMENT ON

BAY-DELTA FLOW
REQUIREMENTS
COLLABORATIVE APPROACH IS
KEY TO CALIFORNIA’S FUTURE
California is facing a defining moment in water
policy. A staff proposal under consideration by
the State Water Resources Control Board presents
a decision point about the future we want for
California and its communities, farms, businesses
and ecosystems. The State Water Board’s staff
proposal to base new water quality objectives on
a “percentage of unimpaired flow” would have
impacts that ripple far beyond water for fish.
The proposal could lead to widespread fallowing of
agricultural land, undercut the state’s groundwater
sustainability goals, cripple implementation of the
Brown Administration’s California Water Action
Plan, negatively affect water reliability for much of
the state’s population and impact access to surface
water for some disadvantaged communities that
do not have safe drinking water. These effects are
not in the public’s interest.

Local water managers overwhelmingly believe the
proposal’s singular focus on “unimpaired flow” is
the wrong choice for the state’s future. California’s
urban and agricultural water managers are united
in their vision for a future that includes a healthy
economy as well as healthy ecosystems and fish
populations. That vision is best achieved through
comprehensive, collaborative approaches
that include “functional” flows as well as nonflow solutions that contribute real benefits to
ecosystem recovery.
On behalf of its more than 430 member
public agencies serving urban and agricultural
customers throughout the state, the Association
of California Water Agencies (ACWA) adopts the
following policy statement regarding the State
Water Board’s proposed approach to updating
the Water Quality Control Plan for the San
Francisco Bay/Sacramento-San Joaquin Delta.

(916) 441-4545 • www.acwa.com

MARCH 2017

LOCAL SUCCESS STORIES
Collaborative efforts have been
successful on many rivers in the
Bay-Delta watershed.
Lower Yuba River: A voluntary,
collaborative settlement among
Yuba County Water Agency,
California Department of Fish
and Wildlife, National Marine
Fisheries Service, PG&E and
conservation groups resolved 20
years of controversy and resulted
in a continuing program to
improve 24 miles of salmon and
steelhead habitat while protecting
water rights and the needs of
local communities. State Water
Board members have specifically
recognized the value of the
agreement, which was formally
implemented in 2008.
Lower American River: A
broad representation of water
suppliers, environmental groups,
local governments and others
negotiated an historic agreement
that led to a flow management
standard that was successfully
incorporated into a 2009
biological opinion issued by the
National Marine Fisheries Service.
Feather River: Six years of
negotiations among water
users, fisheries agencies and
environmental groups yielded a
comprehensive agreement that
includes a habitat improvement
program with specific flow and
temperature requirements to
accommodate spawning salmon
and steelhead. The State Water
Board adopted the agreement,
with some modification, in 2010 as
a water quality certification under
the federal Clean Water Act.

CHOOSING OUR VISION FOR
CALIFORNIA’S WATER FUTURE
Since 2009, state law has required water resources to
be managed in a way that achieves the coequal goals
of improving water supply reliability for California
and protecting, restoring and enhancing the Delta
ecosystem. ACWA and its public water agency members
believe that policy requires a commitment from state
agencies and stakeholders to advance both water
supply and environmental goals together. ACWA and its
members further believe that effective implementation
of the coequal goals requires transparent, collaborative
processes and comprehensive solutions.
In 2014, the Brown Administration released its California
Water Action Plan outlining priority actions addressing
water-use efficiency, groundwater sustainability,
ecological restoration, Delta conveyance solutions,
water storage, safe drinking water and more. Embedded
in the plan is the Brown Administration’s commitment
that planned actions “will move California toward more
sustainable water management by providing a more
reliable water supply for our farms and communities,
restoring important wildlife habitat and species, and
helping the state’s water systems and environment
become more resilient.”
ACWA believes the policy of coequal goals and the
commitment embedded in the California Water Action
Plan have the potential to put California on a path that
includes a vibrant agricultural and urban economy and a
healthy ecosystem.
ACWA and its members believe the unimpaired
flow approach proposed by State Water Board staff
undercuts and threatens that potential and cannot lead
us to the future we want for California. Simply put, any
strategy that would result in vast amounts of agricultural
land going out of production and ultimately reduce
water supply reliability for the majority of Californians
is irreconcilable with a policy of coequal goals and
blatantly inconsistent with the water policy objectives of
the Brown Administration.
ACWA strongly supports the collaborative approach
called for by Governor Jerry Brown to move these
important decisions out of adversarial processes and
into negotiated, comprehensive agreements. The
following principles can assure success in that endeavor.

A BETTER PATH TO THE FUTURE
The State Water Board is responsible for updating
the Bay-Delta Plan in a manner that establishes
water quality objectives that ensure the reasonable
protection of all beneficial uses of water (including
domestic, municipal, agricultural and industrial
supply; power generation; recreation; aesthetic
enjoyment; navigation; and preservation and
enhancement of fish, wildlife, and other aquatic
resources) while considering past, present and
probable future beneficial uses, environmental
characteristics, water quality conditions and
economic considerations, among other things.
(See California Water Code Section 13241.) It also
has a responsibility to update the plan in a way that
is consistent with the coequal goals and respects
and implements the commitments made in the
California Water Action Plan.

regulations have not yielded the same track
record. The State Water Board should wholly
embrace this approach and allow enough time
for it to work.
•

Comprehensive Solutions: A successful
collaborative approach will require
comprehensive solutions for both water
supply and ecosystem management. Water
users will need to continue and build on
their commitment to integrated resources
management in order to maintain reliability
without undue impacts on the ecosystem.
Similarly, ecosystem managers will need
to focus on the entire life cycle of affected
species and multiple variables, such as
predation, food, and habitat availability to
develop integrated management portfolios
that accomplish ecosystem goals without
undue impacts on water supply. Utilizing the
single variable proposed in the “percentage
of unimpaired flow” approach will not achieve
the desired ecological outcomes and is, by far,
the most destructive policy approach from the
perspective of protecting and improving water
supply. ACWA firmly believes the ecological
outcomes can be achieved with even better
results through a comprehensive approach
that considers multiple solutions and benefits.

•

Science: The State Water Board needs
to incorporate the best available science
to inform its work and assist with the
development of voluntary settlement
agreements. The unimpaired flow approach,
in which flow objectives are not tied to
any specific ecological outcome, fails to
incorporate the best available science. As
noted above, the updated plan needs to focus
on the entire life cycle of affected species
and multiple variables, such as predation,
food, and habitat availability, and incorporate
relevant current scientific information. Science
alone cannot identify the best policy choice,
but it can inform us about the policy tradeoffs
we confront and help structure integrated
solutions that provide ecosystem benefits with
far less impact on water supply, the California
economy and the public interest.

ACWA and its members urge the State Water
Board to set aside the unimpaired flow approach
and heed Governor Brown’s call for negotiated
agreements. ACWA believes that a successful
flows policy must be consistent with the following
principles:
•

Collaboration: The governor has called for
work on a comprehensive agreement on
environmental flows in both the San Joaquin
and Sacramento River basins. He has asked
that State Water Board members and staff
prioritize analysis and implementation of
voluntary agreements. Further, the Brown
Administration committed in the California
Water Action Plan that the State Water Board
and the California Natural Resources Agency
will work with stakeholders to encourage
negotiated implementation of protective
Delta standards. ACWA strongly supports
the collaborative approach called for by the
governor because it is the least contentious,
most effective way to achieve the coequal
goals. Negotiated agreements have been
demonstrably successful at achieving
outcomes and widespread support for
appropriate environmental flows; forced

FUNCTIONAL FLOWS:
A BETTER APPROACH

•

Functional Flows: Science shows that functional flows
have very promising benefits for fish as well agricultural
and urban water users. Timed and tailored for specific
purposes, functional flows can benefit species in ways
that unimpaired flow requirements cannot. Examples
abound of collaborative, innovative projects currently
underway by local water agencies and stakeholders
that include functional flows and non-flow solutions
that reconnect land and water to restore habitat and
address the full life cycle of species needs. These
efforts contribute real benefits to ecosystem recovery
while maintaining water supply reliability.

•

Economic Considerations: The State Water Board
has a statutory obligation to consider economic
impacts when establishing water quality objectives
that reasonably protect all beneficial uses of water.
Having a robust economic analysis is critical. The
board also has a policy obligation under the coequal
goals to ensure its actions related to a revised BayDelta Plan increase water supply reliability and
thereby allow for a healthy, growing agricultural and
urban economy in California.

•

Consistency with State Policy: ACWA urges the
State Water Board to heed the governor’s direction
and recognize that achieving the coequal goals will
lead to a more reliable water supply and healthy
ecosystem. Pursuing the coequal goals should be a
guiding principle for the board’s decisions related to
adopting a revised Bay-Delta Plan. The State Water
Board also should ensure that its decisions on the
Bay-Delta Plan enable, rather than obstruct, the
implementation of the California Water Action Plan.

•

Leadership: The best policy choice will come
through the give and take of the negotiating process
and the enlightened leadership of the State Water
Board members. Ultimately, the board must establish
water quality objectives that ensure the reasonable
protection of all beneficial uses of water as it
implements negotiated solutions. The State Water
Board should actively engage in this work and lead
in a manner that is grounded in an awareness of
how its actions can affect the implementation of the
California Water Action Plan and the achievement of
the coequal goals.

Sacramento Valley: Sacramento Valley
water users and conservation partners
are working together to advance a new
generation of innovative projects to
promote salmon recovery.
Over the past two and a half years, 12
projects have been completed through
the Sacramento Valley Salmon Recovery
Program to address fish passage,
improve the timing of flows and increase
habitat for salmon and other species.
Priority projects have included removal
of structural barriers to fish passage,
modifying riffles, eliminating predator
habitat, restoring floodplains and creating
side channel spawning and rearing areas.
In addition, program partners are
exploring creative ways to reconnect
water with the land in floodplains and
agricultural areas to enhance habitat
and food production and create rearing
habitat in rice fields.
While each of these collaborative
projects provides independent
value, implementation of the entire
comprehensive suite is generating
unique benefits that can significantly
improve ecological outcomes for salmon
in the Sacramento Valley.
Merced River: Merced Irrigation District
has spent millions of dollars and decades
undertaking intense and in-depth
scientific research on the Merced River.
This research has included analysis of
flows, temperatures, biological resources
and habitat. MID is poised to put this
research into action through its Merced
S.A.F.E. Plan (Salmon, Agriculture, Flows,
and Environment) to provide certainty
for both the environment and local water
supply in Eastern Merced County.
The plan would provide increased flows
using science to dictate the amounts
and timing, restore critical sections of
habitat for spawning and rearing juvenile
salmon, protect local drinking water
quality, upgrade an existing salmon
hatchery with state-of-the-art facilities
and reduce predation.
Based on in-depth science and
technologically advanced computer
modeling, MID seeks to take immediate
action and dramatically benefit salmon
on the Merced River.

ACWA and its members have taken a strong policy
position in support of comprehensive solutions such as
those outlined in the California Water Action Plan. We
stand ready to work with the Brown Administration to
pursue the collaborative and comprehensive approaches
needed to ensure a future for California that includes a
vibrant agricultural and urban economy and a healthy
ecosystem.
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Final Wholesale Reserve Balances FY 2015-16
$14,000,000
$12,000,000
$10,000,000

Capital
$8,785,518

Capital
$9,162,739

Operating
$3,245,695

Operating
$3,859,917

Mid-Year Est.
$12 million

Actual
$13 million

$8,000,000
$6,000,000
$4,000,000
$2,000,000
$Per Budget
$11.6 million

The Past

2015-2016:
Final Results

S I N C E
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The Present

2016-2017
Mid-Year
Review

The Future

2017-2018:
Assumptions
& Timeline

Wholesale

Wholesale Operating FY 2016-17 Mid-Year
FYEstimate
2015-2016
FY 2016-2017
Mid-Year
Variance from
Beginning Available Reserves

Actual
$ 14,474,812

$

Transfer of Beginning Reserves

$ (11,203,318)

$

-

$

7,067,960
235,743
7,303,702

$

8,310,600 $
122,400
8,433,000 $

9,166,900 $
191,700
9,358,600 $

856,300
69,300
925,600

$

$

2,797,825
324,548
1,724,061
2,001,525
6,847,959

$

3,494,100 $
1,945,800
2,216,200
1,996,900
415,800
10,068,800 $

3,166,600 $
1,575,400
2,336,100
1,996,900
415,800
9,490,800 $

(327,500)
(370,400)
119,900
(578,000)

$

455,744

$

(1,635,800) $

(132,200) $

1,503,600

Revenues
Water Sales
Other Revenues
Total Revenues
Expenses
Salaries & Benefits
Treated Water
Other Expenses - excluding depn
Debt Service
Payoff Unfunded Pension Liability
Total Expenses
Net Income/(Loss)

$

$

Transfers In/(Out)
Ending Available Reserves

$

132,679
$

3,859,917

Budget
3,224,712

Estimate
$ 3,859,917
$

210,600
$

1,799,512

Budget
$

-

11,203,318

(1,831,800)
$

1,895,917

2,042,400
$

Wholesale Operations are moving in the right direction towards fiscal

96,405

Wholesale Capital FY 2016-17 Mid-Year Estimate
Beginning Reserve Balance
Revenues:
Taxes & Assessments - Revenue
Capital Contributions - Revenue
Rebates
Investment/Interest Revenue
Tapping & Connection Fees - Revenue
Gain/Loss on Sale of Asset
Total Revenues

FY 2015-2016
Actual
$
$

FY 2016-2017
Mid-Year
Variance from
Budget
Estimate
Budget
$
8,806,500 $
9,162,739

$

954,068 $
959,000
391,436
86,005
91,566
7,964
2,490,040 $

1,045,000 $
784,200
72,000
55,600
75,000
2,031,800 $

1,045,000 $
617,900
180,900
67,500
40,000
5,800
1,957,100 $

(166,300)
108,900
11,900
(35,000)
5,800
(74,700)

-3.7%

Expenses:
Capital Outlay - Water Treatment Plant & Improvements $
Capital Outlay - Equipment and Furniture
Capital Outlay - Mains/Pipelines & Improvements
Capital Outlay - Vehicles
Capital Outlay - Buildings & Improvements
Capital Outlay - Software
Capital Outlay - Reservoirs & Improvements
Contributions to Others
Maintenance
Total Expenses
$

1,295,334 $
114,943
686,109
33,745
7,378
4,159
2,178,540
77,731
4,397,940 $

6,531,500 $
158,000
76,500
59,000
105,000
6,930,000 $

6,501,000 $
153,900
90,000
47,100
8,800
(517,100)
105,000
6,388,700 $

(30,500)
(4,100)
90,000
(29,400)
8,800
(59,000)
(517,100)
(541,300)

-7.8%

Transfer In
Transfer Out

$
$

11,203,318 $
(132,679) $

$
(210,600) $

Net Capital Fund Income/(Loss)

$

9,162,739 $

Ending Reserve Balance

$

9,162,739

$

1,831,800
-

1,831,800
210,600

(5,108,800) $

(2,599,800) $

2,509,000

3,697,700

6,562,939

2,865,239

$

$

Wholesale Capital Projects are on track with the budget – reserve balance

Projected Reserve Balances

General
$1,414,680
Comp. Absences
330,058
Delta/Water Rights 153,000
Total
$1,897,738

General Capital $3,619,428
Hinkle Reservoir 2,754,252
Vehicles
189,300
Total
$6,562,980

Total Projected Wholesale Reserves 6/30/2017

$8,460,718

The Past

2015-2016
Final Results

S I N C E
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The Present

The Future

Retail

2016-2017
Mid-Year
Review

2017-2018
Assumptions
& Timeline

Final Retail Reserve Balances FY 2015-16
$12,000,000
$10,000,000

Capital
$7,606,600

$8,000,000

Capital
$8,618,431

$6,000,000
$4,000,000

$2,000,000

Operating
$2,932,704

Operating
$2,678,017

Mid-Year Est.
$10.5 million

Actual
$11.3 million

$Budget
$5.9 million

Retail Operating Mid-Year Estimate
FY 2015-2016
Actual
Beginning Available Reserves $ 12,926,038
Transfer of Beginning Reserves

(10,331,774)

FY 20162017
Budget
$ 2,803,239
-

Mid-Year
Estimate
$ 2,678,017
-

Variance
from
Budget

-

Revenues
Water Sales
Other Revenues
Total Revenues

8,255,437
490,229
8,745,665

9,657,800
300,900
9,958,700

9,248,800
407,400
9,656,200

(409,000)
106,500
(302,500) -3.0%

Expenses
Salaries & Benefits
Treated Water
Other Expenses - excluding depn
Debt Service
Payoff Unfunded Pension Liability
Total Expenses

4,253,786
2,551,742
1,649,208
1,096,607
0
9,551,343

4,570,200
2,721,300
2,515,600
1,094,600
410,800
11,312,500

4,146,100
2,738,500
2,183,900
1,094,600
410,800
10,573,900

(424,100)
17,200
(331,700)
(738,600) -6.5%

Net Income/(Loss)

(805,678)

(1,353,800)

(917,700)

436,100

Transfers In/(Out)

889,431

1,025,600

581,400

(444,200)

2,678,017

2,475,039

2,341,717

Ending Available Reserves

Revenues are down – offset by cost savings

Retail Capital Mid-Year Estimate
Beginning Reserve Balance
Revenues:
Investment/Interest Revenue
Taxes & Assessments - Revenue
Tapping & Connection Fees - Revenue
Grant Revenue
Gain/Loss on Sale of Asset
Total Revenues

FY 2015-16
Actual
$
-

$

85,446
954,067
566,299
705,625
8,056
2,319,493

Expenses:
Capital Outlay - Pump Stations & Improvements$
Capital Outlay - Mains/Pipelines & Improvements
Capital Outlay - Reservoirs & Improvements
Capital Outlay - Equipment and Furniture
Capital Outlay - Vehicles
Capital Outlay - Software
Contributions to Others
Other
Total Expenses
$

1,391,403
1,431,486
3,184
18,323
95,283
4,159
199,575
3,143,414

2016-2017
Mid-Year
Budget
Estimate
$
7,736,100 $
8,618,422

$

$

$

Net Capital Fund Income/(Loss)

$

(823,921) $

Transfers In
Transfers Out

$
$

10,331,774 $
(889,431) $

Ending Reserve Balance

$

8,618,422

$

45,800
1,050,000
450,000
1,545,800

1,171,000
2,356,000
781,000
25,500
349,000
126,900
4,809,400

$

$

$

Variance
from Budget

74,400
1,050,000
367,000
24,200
1,515,600

$

28,600
(83,000)
24,200
(30,200)

-2.0%

545,800
552,100
771,300
55,500
264,400
100,000
17,600
400
2,306,700

(625,200)
(1,803,900)
(9,700)
30,000
(84,600)
(26,900)
17,600
400
$ (2,502,700)

-52%

(3,263,600) $

(791,100) $ 2,472,500

(1,025,600)

(581,400) $

3,446,900

$

7,245,922

444,200

$ 3,799,022

Projected Reserve Balances

General
$1,813,112
Comp. Absences
456,305
Customer Deposits 72,928
Total
$2,342,345

General Capital $6,724,249
Kokila Reservoir
409,682
Vehicles
112,000
Total
$7,245,931

Total Projected Retail Reserves 6/30/2017

$9,588,276

The Past

The Present

The Future

2017-2018
Budget
Timeline
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FY 17-18 Budget Timeline

Staff
Kickoff
March
30th

Board
Timeline
Review
tonight

Board
Assumptions
Review April
26th

Staff
Budget
Creation
3/31 –
5/17

Budget
Worksho
p May
24th

Budget
Adoptio
n
June14t
h

FY 2015-16 Results – Wholesale
Actual/Final
Budget
$ 13,826,746

Operating
$ 14,474,812

$

6,240,325
995,000
568,350
432,536
385,000
45,180
8,666,391

$

$

$

3,644,964
2,684,000
2,057,092
1,912,140
598,846
10,897,042

Net Income/(Loss)

$

(2,230,651)

Transfers:
Establish Capital Reserve Fund
Year-End Reserve Transfers

$
$

Ending Available Reserves

$

Beginning Available Reserves
Revenues
Water Sales
Taxes & Assessments
Capital Contributions
Other Revenues
Rebates
Connection Fees
Total Revenues
Expenses
Salaries & Benefits
Capital Improvement Projects
Debt Service
Other Expenses - excluding depn
Treated Water
Total Expenses

$
$

11,596,095

Capital
$

-

Combined
$ 14,474,812

Variance from
Budget

7,067,960 $
235,228
514
7,303,702 $

$
954,068
959,000
93,969
391,436
91,566
2,490,040 $

7,067,960 $
954,068
959,000
329,197
391,951
91,566
9,793,742 $

827,635
(40,932)
390,650
(103,339)
6,951
46,386
1,127,351

$

2,797,825 $
2,001,525
1,724,061
324,548
6,847,959 $

$
4,397,940
4,397,940 $

2,797,825 $
4,397,940
2,001,525
1,724,061
324,548
11,245,898 $

(847,139)
1,713,940
(55,567)
(188,079)
(274,298)
348,857

$

455,744 $

(1,907,900) $

(1,452,156) $

778,494

$ (11,203,318) $
$
132,679 $

11,203,318 $
(132,679) $

-

$

$

3,859,917

$

9,162,739

$

13,022,656

$

1,426,560

FY 2015-16 Results – Retail
Actual/Final
Budget
$ 11,032,616

Operating
$ 12,926,038

Revenues
Water Sales
Taxes & Assessments
Connection Fees
Other Revenues
Total Revenues

8,695,800
948,000
350,000
127,250
10,121,050

8,255,437
490,229
8,745,665

954,067
566,299
602,574
2,122,941

8,255,437
954,067
566,299
1,092,803
10,868,606

Expenses
Salaries & Benefits
Capital Improvement Projects
Debt Service
Other Expenses - excluding depn
Treated Water
Total Expenses

4,067,500
5,403,600
1,652,700
2,103,350
2,050,900
15,278,050

4,253,786
1,096,607
1,649,208
2,551,742
9,551,343

2,946,853
2,946,853

4,253,786
2,946,853
1,096,607
1,649,208
2,551,742
12,498,196

Net Income/(Loss)

(5,157,000)

(805,678)

(823,912)

(1,629,590)

(10,331,774)
889,431

10,331,774
(889,431)

Beginning Available Reserves

Transfers:
Establish Capital Reserve Fund
Year-End Reserve Transfers
Ending Available Reserves

$

5,875,616

$ 2,678,017

Capital
$
-

Variance from
Combined
Budget
$ 12,926,038

$ 8,618,431

(440,363)
6,067
216,299
965,553
747,556

186,286
(2,456,747)
(556,093)
(454,142)
500,842
(2,779,854) -18%

$ 11,296,448

7%

$

5,420,832
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Finance Committee Meeting Minutes
San Juan Water District
April 11, 2017
4:00 p.m.

Committee Members:

Ted Costa, Director (Chair)
Ken Miller, President

District Staff:

Paul Helliker, General Manager
Keith Durkin, Assistant General Manager
Donna Silva, Director of Finance
Teri Grant, Board Secretary/Administrative Assistant

Topics:

1.

Review and Pay Bills (W & R)
Local Agency Investment Fund (W & R)
Selection and Retention of Independent Audit Firm
Bay Area Coating Consultants’ Contract for Inspection Services for the Los Lagos
Tank Recoating Project (R)
Other Finance Matters
Public Comment

Review and Pay Bills (W & R)
The committee reviewed the presented bills and claims. The reviewed bills and claims were
found to be in order. The committee discussed the Western Area Power Administration
(WAPA) charges and would like to receive an update on the contracts under WAPA,
including those with SMUD.
Staff update: the total amount of bills and claims provided for approval for March payables is
$1,207,016.00.
The Finance Committee recommends adoption of Resolution 17-08 via the Board Consent
Calendar

2.

Local Agency Investment Fund (W & R)
Ms. Silva informed the committee that Resolution 17-09 will provide an update to the
change in title from “Finance and Accounting Manager” to “Director of Finance” ensuring the
District has the ability to manage the Local Agency Investment Fund into the future. The
resolution states that San Juan Water District officers or their successors in office shall be
authorized to order the deposit or withdrawal of monies in the Local Agency Investment
Fund and specifies the General Manager, the Assistant General Manager and the Director
of Finance as authorized officers. A copy of the staff report and resolution will be attached
to the meeting minutes.
Recommendation:
Adopt Resolution No. 17-09 authorizing investment of monies in the
Local Agency Investment Fund via the Board Consent Calendar.

3.

Selection and Retention of Independent Audit Firm
Ms. Silva provided the committee with a staff report which will be attached to the meeting
minutes. She explained that a Request for Proposal was issued for audit services and there

Finance Committee Meeting Minutes
April 11, 2017
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were ten firms which responded. Staff recommends Richardson & Company and would like
to bring this to the April 26th Board meeting so that a representative from Richardson &
Company can attend the meeting.
Recommendation:
Authorize staff to engage Richardson & Company to perform the
audit of Fiscal Year Ending June 30, 2017 with an option to extend for each of the four
subsequent fiscal years.

4.

Bay Area Coating Consultants’ Contract for Inspection Services for the Los Lagos
Tank Recoating Project (R)
Mr. Durkin provided the committee with a staff report which will be attached to the meeting
minutes. He informed the committee that the Los Lagos Tank Recoating Project has been
delayed due to the weather and other construction factors and will require additional funds
to finish the inspection services. In response to Director Miller’s question, Mr. Durkin
informed the committee that there have been no complaints from the residents in the area
due to the project. Mr. Durkin informed the committee that the transfer of the Los Lagos
Tank and Site to the District was on PCWA’s Board agenda on April 6th and PCWA will
process the paperwork.
Recommendation:
Approve a contract amendment for $18,800 to increase the total
inspection budget to $68,400 via the Board Consent Calendar.

5.

Other Finance Matters (W & R)
In response to Director Costa’s question regarding assumptions for FY 2017-18, Ms. Silva
explained that she will be presenting the FY 2016-17 mid-year review of the budget. In
addition, she explained that she will provide a timeline for the FY 2017-18 budget and
expects to discuss budget assumptions at a future Board meeting. The committee
discussed the 5-year rate plan and Mr. Helliker explained that the budget and rates will be
reviewed with the Board every year.

6.

Public Comment
There were no public comments.

The meeting was adjourned at 4:33 p.m.

San Juan Water District
RESOLUTION 17-08
PAYMENT OF BILLS AND CLAIMS

WHEREAS, the Finance Committee of the Board of Directors has reviewed the
bills and claims in the amount of $1,207,016.00; and
WHEREAS, the Finance Committee of the Board of Directors has found the bills
and claims to be in order.
NOW, THEREFORE, BE IT RESOLVED by the Board of Directors of the San
Juan Water District as follows:
1. The bills and claims attached hereto totaling $1,207,016.00 are hereby approved.
2. That the depositary be and the same is hereby authorized to pay said bills and
claims in the total sum of $1,207,016.00 of the General Fund Account.
PASSED AND ADOPTED by the Board of Directors of the San Juan Water District on
the 12th day of April 2017, by the following vote:
AYES:
NOES:
ABSENT:

DIRECTORS:
DIRECTORS:
DIRECTORS:

KENNETH MILLER
President, Board of Directors
San Juan Water District
ATTEST

TERI GRANT
Secretary, Board of Directors

1

STAFF REPORT
To:

Board of Directors

From:

Donna Silva
Director of Finance

Date:

April 12, 2017

Subject:

Update to authorized signors for the Investments in the Local Agency
Investment Fund

RECOMMENDED ACTION
Adopt Resolution No. 17-09 authorizing investment of monies in the Local Agency
Investment Fund.
BACKGROUND
On April 28, 2004, the Board of Directors adopted Resolution 04-14 Authorizing
Investment of Monies in the Local Agency Investment Fund. The Resolution authorized
General Manager Shauna Lorance, Assistant General Manager Keith B. Durkin and
Finance and Accounting Manager Mary A. Morris, or their successors in office, to order
the deposit or withdrawal of monies in the Local Agency Investment Fund. Adding or
deleting authorized signers requires the signature of two individuals holding those specific
titles. In 2015, the Board of Directors changed the Finance and Accounting Manager title
to “Director of Finance”. The Assistant General Manager position will soon be vacated
by Keith Durkin, leaving the District without the two required positions to make changes
to the account.
Adoption of Resolution 17-09 changes the title from “Finance and Accounting Manager”
to “Director of Finance” ensuring the District has the ability to manage this account into
the future.

San Juan Water District
RESOLUTION 17-09
AUTHORIZING INVESTMENT OF MONIES
IN THE LOCAL AGENCY INVESTMENT FUND
San Juan Water District
P.O. Box 2157
9935 Auburn Folsom Road
Granite Bay, CA 95746
916-791-0115
WHEREAS, Pursuant to Chapter 730 of the statutes of 1976 Section 16429.1 was added to the
California Government Code to create a Local Agency Investment Fund in the State Treasury for the
deposit of money of a local agency for purposes of investment by the State Treasurer; and
WHEREAS, the Board of Directors does hereby find that the deposit and withdrawal of money
in the Local Agency Investment Fund in accordance with the provisions of Section 16429.1 of the
Government Code for the purpose of investment as stated therein as in the best interest of the San
Juan Water District; and
WHEREAS, the Board of Directors previously adopted resolution 04-14 authorizing the
deposit and withdrawal of San Juan Water District monies in the Local Agency Investment Fund, and
naming the General Manager, Assistant General Manager and Finance and Accounting Manager as
authorized signatories; and
WHEREAS, the Board of Directors has updated to the title of the Finance and Accounting
Manager to “Director of Finance” and desires to include the Director of Finance as an authorized
signatory on the account.
NOW THEREFORE, BE IT RESOLVED, that the Board of Directors does hereby authorize the
deposit and withdrawal of San Juan Water District monies in the Local Agency Investment Fund in the
State Treasury in accordance with the provisions of Section 16429.1 of the Government Code for the
purpose of investment as stated therein, and verification by the State Treasurer’s Office of all banking
information provided in that regard.
BE IT FURTHER RESOLVED, that the following San Juan Water District officers or their
successors in office shall be authorized to order the deposit or withdrawal of monies in the Local Agency
Investment Fund:
Paul Helliker
General Manager

Keith Durkin
Assistant General Manager

Donna Silva
Director of Finance

PASSED AND ADOPTED by the Board of Directors of the San Juan Water District, Placer County,
State of California, on the April 12, 2017, by the following vote:
AYES:
NOES:
ABSENT:

DIRECTORS:
DIRECTORS:
DIRECTORS:

ATTEST

TERI GRANT
Secretary, Board of Directors

KENNETH MILLER
President, Board of Directors
San Juan Water District

STAFF REPORT
To:

Finance Committee

From:

Donna Silva
Director of Finance

Date:

April 11, 2017

Subject:

Selection and Retention of Independent Audit Firm

RECOMMENDED ACTION
Recommend approval of a motion to authorize staff to engage Richardson & Company
to perform the audit of Fiscal Year Ending June 30, 2017, with an option to extend for
each of the four subsequent fiscal years.
BACKGROUND
In November 2014 the Board of Directors approved the retention of Lance, Soll &
Lunghard, LLP (LSL) to perform audit services for the San Juan Water District for the
Fiscal Year Ending June 30, 2014. The resulting contract allowed for extensions through
the Fiscal Year Ending June 30, 2018.
Due the need for significant prior period adjustments in both years of the engagement,
staff recommends engaging a different independent audit firm.
Staff prepared a Request for Proposals and received 10 responses. The proposals
received have been evaluated on the following criteria:
Firm Expertise, References, Staff Experience and Consistency
Proposed Timeframe
Cost
Quality of Response
Specific Audit Approach in Relation to District Requirements
Location of Firm and Staff

25 pts
25 pts
20 pts
15 pts
10 pts
5 pts

Based upon responses to the criteria above, staff recommends the retention of
Richardson & Company. Richardson & Company received a perfect score of 100
points. The next closest proposal was Maze & Associates, also an excellent firm. Maze
& Associates received a total score of 87, primarily due to their high cost. The detailed
scoring matrix of all respondents is attached.
Richardson & Company is a well-known and respected regional Certified Public
Accounting firm that has a breadth and depth of knowledge of the water industry. Their
client list includes several of our wholesale customer agencies and the Central Valley
Project Water Association. Richardson & Company satisfactorly performed the District’s
annual audits from Fiscal Year Ending June 30, 1999 through June 30, 2006. Best
practices recommend auditor rotation no sooner than every five years. As such, after
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seven years with Richardson & Company the District decided to retain a new audit firm
in order to have a “fresh set of eyes”.
FINANCIAL CONSIDERATIONS
The annual audit cost for Fiscal Year 2015-2016 was $38,980. Richardson &
Company’s proposed cost is significantly lower than our current fees. Richardson &
Company proposed the following fees for the five year period:
FYE June 30, 2017
FYE June 30, 2018
FYE June 30, 2019
FYE June 30, 2020
FYE June 30, 2021

$27,900
$28,600
$29,300
$30,200
$31,100

Should the District expend federal grant monies in excess of $750,000 Richardson &
Company will perform the required “Single Audit” for a fee not to exceed $3,900 for the
first major program and $2,400 for any additional program.
Attachments

SJWD Request for Proposal
Richardson & Company LLP Proposal to Perform Independent
Auditing Services
2017 Audit Proposal Rating Matrix
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San Juan Water District
2017 Audit Proposal Ratings
Richardson
& Company

Maze &
Associates

James Marta
& Company

Badawi &
Associates

Mann, Urrutia,
Nelson CPA's &
Associates

Harshwal &
Company

R.J. Ricciardi,
Inc.

Firm Expertise, References and Staff Experience
and Consistency (max points 25)

25

23

13

12

3

10

15

5

11

Team consistency
important

Proposed Timeframe (max points 25)

25

25

25

25

25

15

10

0

5

Issue by mid November

Cost (max points 20)

20

10

16

12

17

13

5

18

13

Current firm $38,980

Quality of Response (max points 15)

15

15

15

15

15

15

15

15

15

Specific Audit Approach in Relation to District
Requirements (max points 10)

10

10

7

8

7

9

3

6

7

Location of Firm & Staff (max points 5)

5

4

5

4

5

4

4

5

0

Local preferred

100

87

81

76

72

66

52

49

51

TOTAL POINTS

TOTAL POINTS
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enAllen The PUN Group
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STAFF REPORT
To:

Board of Directors

From:

Rob Watson, Engineering Services Manager

Date:

April 11, 2017

Subject:

Los Lagos Tank Recoating Project (Contract 16-53)
Recommendation to Increase Contract Amount for Inspection Services

RECOMMENDED ACTION
Staff recommends a motion to increase the existing $49,600 budget for construction
inspection services being provided by Bay Area Coating Consultants, Inc. for the Los
Lagos Tank Recoating Project by the amount of $18,800 for an authorized total not to
exceed amount of $68,400.
BACKGROUND
The Los Lagos Tank is currently being recoated on both the exterior and interior
surfaces after 31-years in service with the existing coating. The District hired Bay Area
Coating Consultants, Inc., to provide specialty construction inspection services during
the coating project.
The construction schedule has been extended due to unanticipated equipment failures,
weather impacts, a District-requested change order to add a corrosion protection
system, and other project-related circumstances. Therefore additional inspection
support is necessary to complete the coating project.
Staff recommends that the 500-hours of inspection time under the current contract
executed with Bay Area Consulting Services be increased by 190-hours to cover the
additional time required to provide the remaining inspection services.
FINANCIAL CONSIDERATIONS
The Contract with Bay Area Coating Consultants, Inc. is a Time and Materials
agreement with a not to exceed cap.
The Project was planned, and budgeted for in Fiscal Year 2016-2017. This project is a
part of the District’s approved Retail CIP. Because there were some construction phase
cost savings, there is sufficient remaining budget in the project to cover the increase in
cost for these inspection services.

